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And you'll find insight and foresight, two 
EN. d -i more reasons our well-trained people have been 
able to earn and keep the trust of an impressive 
list of prominent compaines. The kind that 
demand a lot from their partners. 
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C.PO. Box 2810, 8269 Seoul, Korea 
Tix: DAEWOO K23341—4 BECAUSE GOOD PEOPLE MAKE GOOD PARTNERS. 
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The Royal Garden 


a strikingly different hotel 


in the heart of Kowloon 


Located in Tsimshatsui East in the heart of Hong 
Kongs vibrant new shopping and commercial 
district, The Royal Garden is a smaller deluxe 

hotel, with a personal touch. 

Tall palms, gracious ferns, lush foliage, flowering 
plants and a tranquil pool grace the garden atrium 
of The Royal Garden where each of the 399 
rooms and 33 suites overlooks the spectacle of this 
indoor garden, finished in Italian marble. 





For reservations at The Royal Garden, Hong Kong 
please call: the nearest office of HRI, The Leading 
Hotels of the World, your travel agent, the hotel 
direct at Hong Kong 3-7215215, telex HX39539, 
any other Mandarin International hotel, or any 
British Airways Office worldwide. 





The Royal Garden 


Tsimshatsui East. Kowloon. Hong Kong 
A Mandarin International Associate Hotel 





EXCELLENCE: 









THE $40 
MEETING 


Westin Hotels’ Philippine 
Plaza, Manila’s premiere 
conference hotel, offers added 
value to your meetings dollar. 


From March 1, 1984 to 
September 30, 1984, Manila's 
only seaside resort offers a 
special package rate for live-in 
conferences with a minimum 
of 12 rooms used. This 
includes: 


* A special group rate of 
US$40* per night, single or 
double occupancy. 


One complimentary suite 
for the first 12 rooms used, 
one additional complimen- 
tary suite for every 50 
rooms thereafter. 














* (Complimentary use of 
meeting room, audio-visual 


and other meeting equipment 


* Package price of USSI-: 
(inclusive of tax and service 
charge) per person per day 
for American breakfast, 
morning snack, lunch 
afternoon snack. 


nd 


e 5096 discount on healt 
club facilities and 2096 
discount on some Executive 
Center services. 

* Other special features such 
as pre-registration and 
welcome drink in the 

Manila and the Philippine 

Plaza. An excellent choice for 

your next meeting. 


Y 


WESTIN HOTELS 






 Manila’s finest hotel 
is also a seaside resort. 
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Nothe... 


There is a flaw in the graphic accom- 
panying the interesting article by Ian 
Buruma on Korean-Japanese relations 
and perceptions [23 Feb.]: the “unsmil- 
ing face" inscribed on the € 1,000 note 
is not that of Japanese empire-builder 
Hirobumi Ito. The ¥1,000 banknote 
which you exhibit is the yet-uncircu- 
lated note which will replace the 
¥1,000 note this spring “inscribed 
with the unsmiling face of Hirobumi 


Ito.” DOUGLAS LORENTZ 
Assistant vice-president 
Tokyo Rainier National Bank 





127 Tři a y X i Moe deo? n - aoi 
The real Admiral Yi: on the Won 500 note. 
ees not Yi 


Your report of cultural differences be- 
tween Korea and Japan may or may 


| not be true. But the face on the Won 1,000 


banknote is not that of Admiral Yi, as 
you state, but of the benevolent scholar 
Yi Hwang. 


Ulsan, South Korea KIM YOUNG HWA 


Who are the victims? 


George Lauriat, in Mysteries of the sea 
[FOCUS, 16 Feb.], states: “The result is 
that there is a real victim. Unlike cases 
involving the insurance industry, there 
is a buyer who will not receive his 
goods and will lose hard cash." 

I take offence at the insinuation th 
the insurance industry is not a real vi 
tim. The insurance companies may not 
lose any goods but they certainly lose 
hard cash. As a recent Geneva meeting 
of the United Nations Conference on 
Trade and Development revealed, 
maritime fraud causes losses of more 
than US$1 billion a year to shipown- 
ers, insurance companies and cus- 
tomers. We are all real victims. 


ROBERT COLLINS 
Manager 


Peking The Continental Insurance Co. 


Members of the Hongkong Ship- 
owners Association read FOCUS on 
Shipping with great interest. The arti- 
cle on Hongkong seemed to go to great 
lengths to project Hongkong shipown- ` 
ers as having achieved their success by 
flouting the rules, falsifying records, 
working to minimum safety standards 
and being “only” ship managers but 
who do not really know how to manage 
their ships. 

The remarkable success of Hong- 
kong shipowners is based on a number 
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China Airlines new Dynasty Class pro- 
vides more space, more comfort, more 
convenience and more service than ever 
for sophisticated travelers. And all at the 
normal economy fare, with no sur- 
charge, on our Boeing 747 services. 
MORE COMFORT 

Relax on seats normally reserved for first- 
class passengers. A full 29” wide with 
42” between rows. In a special area 
behind first class and in the upper deck 
of our 747s. 

MORE CONVENIENCE 


Check in at special counters. Baggage 








lass 








allowance the same as for first class. 
MORE SERVICE 

Guaranteed choice of meals. Wide range 
of complimentary drinks and cocktails. 
Free stereo headsets. All with attentive 
Dynasty service. 

Available on all China Airlines Boeing 
747SP, 747-209B and 747-Combi 
routes. Serving Taipei, New York, Los 
Angeles, San Francisco, Honolulu, 
Tokyo, Amsterdam, Singapore, Hong 
Kong, Dubai, Dhahran and Jeddah. The 
fastest way between Taipei-U.S. East and 
West Coasts and Taipei-Amsterdam. 


@ CHINA AIRLINES 
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The Citi of Tomorrow: 


It's electronic banking 
that removes barriers 
of time and distance. 


The Citi of Tomorrow 
brings you electronic banking 
services that help you do 
business anywhere you want 
to, anytime you want to. 

Our account managers 
bring you advanced technology 
that can get remittances to 
you faster, so you can put funds 
to work faster. 

They can give you immediate 
access to financial data and 
services that can help you make 
the most of your money. 

They can simplify your 
international operations by help- 
ing you track transactions in 
seconds. 

And they can connect you 
to a worldwide service network 
staffed by Citibankers in more 
than 2,300 offices in 94 countries. 

The Citi of Tomorrow. 

A commitment that began more 
than 80 years ago when 
Citibank opened its first Asian 3 
offices. And a commitment that's E Á 
even stronger today. | g 
To see how one client is pres- , ILI a's j | 
-r Ir 
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ently using the Citi of Tomorrow, | | 
scan the case on the next page. TAY Tite y 


The Citi of Tomorrow: 


It's innovative Citibankers and 
their future-minded customers. 
Robin Talwatte, deputy general 
manager of the Bank of Ceylon, worked 
closely with Citibanker Rakesh Aggarwal 
to make the Sri Lankan bank the first user 
of electronic banking on the island. 
Using Citibank's worldwide network, 
Aggarwal, a senior officer with Citibank’s 
Sri Lankan branch, has enabled the Bank 
NE GRE) eaka of Ceylon to access data channeled from 
The Citi of Tomorrow and Global Electronic Banking are service marks of Citibank, N.A overseas correspondent banks to Citibank. 





CITI OF TOMORROW 





The Citi of Tomorrow: 

It's helping the 

Bank of Ceylon improve 
service, profits, and 


Sri Lanka. 

A Rate, irum. CIS i sein. a r 5 BES OE Sri Lankans working in the | 
— — Wetten vtm Middle East or other distant 

rm r——À — locations often send drafts or | 

bank checks thousands of miles | 

| 

| 

| 

| 
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to their families in Sri Lanka 

The problem: traditional 
handling of these drafts requires 
two to three weeks before 
they can be verified and paid | 
by Sri Lankan banks—a costly | 
delay, since the drafts total | 
almost $250 million a year. 

The Bank of Ceylon—the 
largest bank in Sri Lanka— 
challenged Citibanker Rakesh 
Aggarwal to help improve 
customer service in its island- 
wide network of branches. 

Aggarwal explained how 
electronic banking services could 
be developed in Sri Lanka to 
allow the Bank of Ceylon to 
credit funds from overseas within 
days instead of weeks. He also 
helped the Bank of Ceylon use 
electronic banking to reduce 
costly paperwork and processing. 

To see how Citibank's 
electronic banking has contrib- | 
uted to the Bank of Ceylon's 
operations while helping Sri 
Lankans and the economy of Sri 
Lanka, read the piece below 








Robin Talwatte of the Bank of Ceylon 
and Citibanker Rakesh Aggarwal use 
electronic banking to give this Sri Lankan 
bank a competitive edge. 


The Bank of Ceylon can now make pay- 
ments to its customers in days, not weeks. 
Says Talwatte: "Electronic banking "3a 
keeps us a step ahead. Rakesh has helped Ee 
us simplify operations and improve | 
service. Citibank is making a key 
investment in the development of 
banking systems in Sri Lanka.” 
To receive our “Executive 
Guide to Sri Lanka,” write to: 
Philip Brown, Vice President, 
Citibank, N.A., PO. Box 888 
Colombo, Sri Lanka. 


CITIBAN(G CITICORP' 


GLOBAL ELECTRONIC BANKING 
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Welcome aboard. 
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© Lufthansa 


German Airlines 


rseas Mega. or ac- 


carried. out. in-depth local re- 
h today. Building up a position of | 


re-eminence in world shipping re- 


s more than thedubious practices | 
riat mistakenly suggests are a 


haracteristic of. our members. 


oM. H. LIANG 
Chairman 


: Hongkong Shipowners 
| Association 


Ms, in Intellectuals on ice [9 
h says there are two alae for each 


itz of HL University | 
issue. of Stientific 


int the pu : 


: s] ds € acerbated by the 
shortage of obs suitable for educated 
"he regime is attempting to 


imit , the Size of the bureaucracy, 


pe ins, many urban yo 
ople now have what is called provi- 
sional employment: low-level jobs that 
nake little use of their qualifications.” 
From my own knowledge of China, I 
m inclined to accept Keyfitz’ view. 
he Chinese economy has still not 
ached such sophistication that it 
reeds many university graduates. 
Delfs also. ‘says that rebuilding | 
China's educational infrastructure 
nd replacing political cadres with 


fessionals is China's only hope of | 


ng Rises and UMS E its 


in absolute sem | 
E ae 


: ds by the Emperor 6 Qin Shi ao E l 
| mie ne David Rud was tie i 


t Ming g emperor (late 14th 
)andthe literary i inquisitio 


| : 'ónditions, Te is true : 
that all the problems and deficiencies i 


one year S experience as a E 
fessor at two Chinese universities, I 
io work exclusively with graduate 
its. Many had done manual work 


in facto ies or in the countryside for | | 


rs before being admitted to 
' after passing entrance 
tions M irc to all in 1918, 
ofr 


: Canton 


overview: 
. alL" : 


tries. Moreover. most : are e open- andes 


and critical. This i is, of course, the elite 
of China's young intellectuals. 

Asa foreign specialist, I encountered 
much goodwill from colleagues and 


| Staff. [had access to all relevant publi- | 
cations in my field, including rare edi- 
| tions and neibu — or restricted — 
books and journals. It is true that con- 

ditions may vary, but much depends on 


the individual foreigner's attitude. 


There are foreigners — scholars too — | 


who display arrogance and pretension, 


expecting everything to be as it is in | 


their home countries, making them- 


selves unpopular, not only in China but 
| in other Asian countries. | 
WOLFGANG FRANKE | 


Institute of Southeast Asian History 
Zhongshan University 


Chaos in the air 


Having watched the airlines of the | 


world at first hand since 1935, I com- 


mend you on the perception you dem- | 
: -onstrate in. FOCUS. on Aviation [19 
| Janji And what a beautiful and ap- 
young 


propriate headline you gave to the 


The impact of deregulation in the 


United States has yet to be felt. The 
| battle between low-cost (mainly non- | 
| union) airlines. and the traditional 


trunk and regional carriers is just now 
| getting under way, with Continental 


the first national carrier to offer fares | 
which the trunks cannot meet without | 
economic disaster. They could compete | 


"Oh, the uncertainty of it | 


far of Continental 


| bankruptcy — has b 


However, the indusiry 
and the export of Amer 
tion has been a flop. Air 
the US have dropped. 
past few weeks. Nobod: 
about a rate war, but far 
big issue in the future. 

Hobe Sound, Flot ‘ida WAYNI 


Terming the coin | 
Kevin Pritchard’ S claim [LETTE 
Feb.] that "Britain's new £1 p 
first given publicity as a M 
Lord Coslany” is quite wro 
Wallace of. Coslany did ten 
Maggie in the House of Lo 
December 1983. But that Sept 
Neil Kinnock and Roy Hatters! 
spectively leader and deputy lea 
the opposition Labour Party, w 
up the party conference with a s 
which included reference to the 
gie being so called because "it's. 
brassy and thinks it's a soven 
Earlier still The Guardian's diarist 
referred to it in almost the same we 
An even earlier version might be: 


Sing a song of Maggies, a PESE d 
of tin, ds 

Four-and-twenty pound coins 
chucked in the bin; 


When the bin was opened, the bin i 


began to sing, 


If I could change my gender, I might 


well be King. 


London 


UNITED NATIONS 
ROME, ITALY 
ives applications for a Forestry Officer (Analysis) vacancy. 


Duties involve econometric modelling of medium and ic 
ments of outlook for demand, supply and trade in forest 


products, a 


cal work on development of forest. industries and technological 


economic effects. 


Qualifications: Degree in forestry economics o iso wi with — : 
tion in econometrics and computer techniques. rive 
experience in forestry or forest industries. Working k 


French or Spanish. 


Similar field project job opportunities occur in many countries. Salary fro 
US$21,660 to US$29,356 plus a post adjustment, per annum, free of tax. 


Send Detailed curriculum vitae quoting vacancy announcement numb. 


729-FOD to: Central Recruitment, Personnel Division, Food and Agriculture 


Organization of the UN, Via delle Terme di Caracalla, 


00100, Rome 
not later than 12 Aa 1984. 





DYNAMIC NEW DIMENSIONS IN VISUAL PRESENTATION 
—with General Electric Professional Large Screen TV Projection 


General Electric professional large screen television 
projectors— displaying color or monochrome pictures 
up to 25 feet wide—bring new dimensions of pre- 
sentation impact to a broad. spectrum of applications. 

A wide choice of new and improved color and 
monochrome models is available to meet specific 
requirements for television display applications, in 
standard or high brightness, for various scan 
standards. 

The color projectors utilize General Electric's ex 
clusive single optical path light valve. All color infor- 
mation is projected simultaneously in one light beam. 
This system eliminates time-consuming registration of 
three separate images which is required for all other 
color television projectors 

These projectors can display any size television 
picture from two feet to 25 feet wide, with high resolution 
and contrast over their full range of light output. 


Among the primary applications of the projectors are: 

Medical and Dental Education. Technique and 
procedural training. 

Business. Sales meetings, industrial training, pro- 
duct presentations, real-time display of computer- 
generated data, teleconferences. 

Aerospace and Defense. Situation displays, simu- 
lator training. 

Entertainment. Theatre television and closed- 
circuit TV events, overflow crowds, discotheque special 
effects. 

Television Production. Backgrounds for news 
programs, special effects, data display, program 
previewing. 


Call or write: General Electric Company, Projection 
Display Products Operation, Electronics Park 6-206, 
Syracuse, New York 13221. Phone (315) 456-2152. 
TWX 710-541-0498. 





& d 


IN ENGINEERING-—General Electric projector enlarges computer- 
assisted design graphic for the Engineering Society of Detroit 





IN THE BOARD ROOM: At Mellon Bank, N.A.. Pittsburgh, General 
Electric color projector displays data, graphs, and information programs 





IN EDUCATION: General Electric color projector gives students the Dig 
picture of minute detail at Upstate Medical Center, Syracuse, New York 
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cament, 


Vol. 123 No. 11 


components and looks into the options for the future. Pages 111-125. 
Cover drawing of Simon Keswick by Adam Chow; background, 19th century painting of Shanghai. 


‘Page 14 
Bangladesh faces some new 
stumbling blocks on the path to 


democratisation. 


Page 15 
Indonesia steps up its diplomatic 
forays in an attempt to bring about 


a Cambodia breakthrough. 

Page 16 

Taiwan Prime Minister Sun Yun- 
suan’s illness may impede a 
smooth succession. 

Page 18 


Critics have a quarrel with the 
Malaysian Electoral Commission’s 
geography. Meanwhile, the prime 
minister has a civics lesson for stu- 
dents overseas. 


CONTENTS ESN M WERE 


Regional Affairs 


Bangladesh: Opposition roadblock —— 14 








Diplomacy: The pace quickens 15 
Taiwan: Sun's long shadow . .... 16 
Malaysia: Political geography —. .. 18 
Mahathir's civics lesson 1. 18 
China: Deng curbs zealots  — | 1 1 20 
Vietnam: A collapsed bridge —— | | 27 
Australia: Political launching pad 28 
United Nations: The M'Bow knot 33 





Philippines: A Laurel-Bush meeting — 42 
Our rich Uncle Sam ——— |. |. 43 








Macau: An admiral goes to war 44 
Foreign relations: Under two 

lage. ur dese s. AO 

Papering over problems — 1| 1 A. 48 

Nomorevisas-.—— — ss 48 
Literature: Looking on the funny 

side of the 'serious' Japanese 50 
Libraries: The Asiatic Society finds — 

itself in a bitof ajam 1. 50 
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Pages 42-43 

The Philippines' 'rich Uncle Sam' 
is at pains to avoid confrontation 
but is anxious to hasten demo- 
cratisation. : 


Page 46 
Rumours spark a flow of refugees 
from indonesia to Papua New 
Guinea. 


Page 48 
Illegal travel into China is a new ir- 
ritant in Sino-Malaysian relations. 


Pages 53-92 

The Asean Five have now become 
the Six with the arrival of Brunei. 
FOCUS looks at what Asean has 
done (and not done) to date. 


Painting: Chinese and modern in art 
— reconciling the unreconcilable — 52 


Business Affairs 


Budgets: Hongkong’s soft-shoe 


See a a a 8 
The preference bond — 1. .... 98 
Like anywhere else... —. . . . . 100 
Supply side in demand in 
Singapore 100 
Harvesting votes in India 103 
Cover story: Jardine's search 
T La) Ma SES MES Sa EPA A 
Growing pains and contractions — 112 
The 'factors' behind a boardroom 
battle 116 
Siamese twins' Chinese 
connection 116 
Land, Land everywhere, but 
hanging on the brink 118 
One jewel in Jardine's corporate 
crown... 125 
Banking: Martin's definitions of 
freedom 128 | 


From swashbuckling beginnings in China, the Hongkong-based 
empire of Jardine Matheson has come a long way. The latest 
milestone was the storming of the chairmanship in 1983 by Simon 
Keswick, a member of the family which traces its roots back to the 
Princely Hong's co-founder. But Keswick has inherited a group 
struggling to find a way ahead while tied to a massive, costly in- 
vestment in beleaguered sister company Hongkong Land — and 
tied, therefore, to politically vulnerable Hongkong. The burden is 
such that Jardine has had to sell good assets to reduce debt and 
the inevitable end result will be a very much slimmer hong. Chris- 
topher Wood charts the events leading to Jardine's current predi- 
highlights the group's strongest and  weakest 






Pages 96-100 

Hongkong opts for a politically 
safe budget, including a substan- 
tial bonds issue, but introduces 
some changes which could later 
cause problems. 


Page 128 

A storm erupts over allegations of 
mismanagement in Kuala Lum- 
pur's commodities exchange. 


Page 128 

The long-awaited Martin Report 
on the Australian banking system 
does nothing to undermine the 
power of the banks. 


Page 132 
A big bankruptcy shakes Tokyo's 
stockmarket. 


Commodities: Malaysian futures shock 128 
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ing National 
ion of 12 parties, 
to expel one of its 
artners, the United 
National Organisation 
| which governed Sabah 
[976 and at the moment 
no seats in the federal 
ament. The recommenda- 
Was made by the prime 








al Organisa- 
meeting of its 
ouncil on 25 Feb- 


ary. 

E This will go to the National 
| EL supreme council 
which meets in Labuan on 15 
April. If Usno is expelled, it 
will be the second party to be 
removed since the formation 
f the National Front in 1974 
~ the first being Party Islam 
978. Usno, which does hold 
seats in the Sabah assem- 
as been accused of work- 
Mainst the government. 

~~ K. DAS 


ner minister's death 
commuted 








+h 


for culture, youth and 
rt Datuk 
, who was sentenced to 
tł for murder last year, has 
| ten ecommuted to 





















iprison 
dons Board. — headed by the 
Yang di-Pertuan Agung (the 
king) Mokhtar was found 
guilty of murdering the former 
peaker of the state assembly 
f Negri Sembilan, Datuk 
Taha Talib, on 14 April 1982. 
. Mokhtar is expected to 










ail, because under Malaysian 
law.a life sentence effectively 
jeans a 20-year term, and a 
ne-third reduction in sen- 
nce for good behaviour is 
normal. — K, DAS 


JS warship calis 
1r indian port 

ter a lapse of 13 years, a 
Jnited | States warship has 
been allowed to call at an. In- 
dian port. The USS Whipple, a 
ate of the US 7th Fleet re- 































led at Cochin on 16 Feb- 
ary on its way back from 











nuclear-weapons had denied 


the United < 


former Malaysian minis-. 


Mokhtar | 


serve only 12 more years in. 


ing from duty in the Gulf, 


ain to Fremantle, Austra- 
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US naval vessels such aecess 
since 1971, when the US air- 
craft carrier Enterprise en- 
tered the Bay of Bengal at the 
height of the India-Pakistan 
War. India looked on the visit 
as a menacing signal of US 
support for Pakistan in the war. 

The issue was resolved dur- 
ing Prime Minister . Indira 
Gandhi's visit to Washington 
in 1982. — MOHAN RAM 


Seoul releases 159 
student dissidents 


South Korea has released 
159 university students jailed 
on charges of uniawfully.de- 
monstrating against the gov- 
ernment. Twenty-four are still 
being detained — presumably 
because of pending trials or 
their refusal to renounce their 
opposition to President Chun 
i Doo Hwan, dissident sources 
said. Those released benefited 
from a new amnesty marking 
the third anniversary of 
Chun's inauguration on 3 
March. The amnesty is partial 
fulfilment of a government 
promise to free all student dis- 
 sidents eventually. 

The Education Ministry has 
said it will allow released de- 
tainees to resume their school- 
ing, despite their previous ex- 
pulsion from universities for 
illegal political activities. 
More than 1,000 students have 









































































have so far agreed to do so. 

In a related development, 
the government said it will not 
in future send riot police on to 
campuses to quell distur- 


quested to do so by university 


authorities. — SHIM JAE HOON 
india declares Punjab. 
districts ‘disturbed 


Three districts in India’s Pun- 
jab state were declared “dis- 
turbed" on 4 March so that the 
army "could obtain special 
powers to deal with the situa- 
tion there. New Delhi previ- 
ously had brought the whole 
of Punjab under its direct rule 
after dismissing the state gov- 
ernment when terrorist activi- 
ty began escalating to serious 
levels. New Delhi also armed 
itself.:at that time with the 
power to declare any part.of 
Punjab. “disturbed” so. that 


Sikh religious extremists, who 


"after Hindu-Sikh riots on 
February... 


been.told they can return, to. 
school; but only. about: 718 


bances unless specifically re-. 


the army could act against the . 


havé been behind the terror: 
campaign. The situation. in 
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| The proposal for India to 


to: produce... palmo- 
‘diesel fuel The project, 


“oil derivative show promis 
'a fuel base. By adding’a 









US wrangle delays 
Simex start-up EDS 
The opening of the TR E 
International Monetary Ex- | Yn 
change (Simex) has been post- peu Reta g 
poned for a month, until June, | letting China share Ec a 
to work out procedural issues | third of its entitlement. 
blocking United States regu- | The Indian compromise re- 
lators' approval of the innova- | moved an obstacle holding up | 
tive mutual-offset | system | a selective capital increase in. 
whereby financial-fütures | the bank that would. place | 
contracts could be traded Japan as. second in rank after 
interchangeably between | $ 
Chicago and Singapore. Al- 
though Simex spokesmen said | 
they still expect. the green 
light from Washington by 
May, they are prepared to 
begin trading without the 
Chicago link-up if need be. 

So far, membership in Sin- 
gapore’s fledgeling exchange B 
has reached 30 corporate | | Escop plans an Asian 
clearing members and five silk irink 10H is 
corporate non-clearing mem- | The Asian Silk Fair, Danis. 
bers. Of the 136 applications | by the | United Nations. 
in hand from aspiring indi- | Economic and Social Com- . 
vidual members — the so- | mission for Asia and i the 
called locals — only 17 have | Pacific, is to be held in Hong- 
come from overseas, a lower | kong on 16:20 August. The 
proportion: than was hoped | fair aims to promote silk e 
































promised. 10 contribute 1 more F 
to the IDA A its: share in the 2 










































nounced it cann tgive a 
sion on Japan's capital: 
crease before mid-March 


| ms earliest. 















for. — LINCOLN KAYE 3t p from the region. _ 3 
i j ch will di la 

Malaysia to devel ig ]k products : 

palm oil-based fuels | a gies — China, Hong- 


kong, India, Malaysia, the 
Philippines, South Korea and 
"Thailand, will be open to retail 
sales and: rade negoti; ations 


The Malaysian cabinet has ap- i 

proved a M$11.7 million | 

(US$5.03 million) pilot por : 
ba: 









yee 

pected to begin avera at 
the Palm Oil Research Insti- 
tute of Malaysia.in June 1985, | 
will produce transport fuels . 
and will also develop kerosene | 
and lubricant substitutes and 
various byproducts such as 
vitamins, glycerols and sterols 
from palm-oil effluence. 

Primary Industries Ministe 
Datuk Paul Leong said methy 
esters from 19 types of 











us slaps anti-dumpi w 
ruling on Korea 
The United States Commer 
a. has deliv 
ckt 

















product range for palm oil, the 
project aims to cushion’ thein- 
dustry from | any ‘future 
slackening of demand for | 
vegetable oils. — JAMES CLAD e 


india agrees to reduce its 
IBRD voting strength 

India agreed on 29 February to 
a compromise formula under 
which its.voting share in the 
principal. body of the World. 
Bank, the International Bank | 
for Reconstruction and Deve- 
lopment (EBRD), would be cut 
to 2.9%, reducing its standing 
‘by one rank to eighth position. 
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HANOI PLOY? 
The Vietnamese may not be 
embarrassed so much as quietly 
leased — at least on one score — 
by the recent string of Khmer 
Rouge attacks on their bases 
inside Cambodia without a 
Vietnamese military response. 
According to one diplomatic 
source in Bangkok, a senior 
Vietnamese official has explained 
that Hanoi has calculated that the 
Khmer Rouge claims of success 
and the verified damage it has 
inflicted will have more of a 
negative than positive impact in 
countries which have been calling 
for a Vietnamese troop 
withdrawal from Cambodia but 
vhich would be worried at the 
.'rospect of a return to power of 
the bloody Khmer Rouge regime. 


HELLO, DILI 

The International Committee of 
the Red Cross (ICRC) is being 
allowed to visit East Timorese 
who were detained after an out- 
break of violence in the 
Indonesian province last August. 
This “protection” programme 
will be carried out on a step-by- 
step basis, starting in Dili, the 
provincial capital, and on Atauro, 
an island off Dili. The ICRC 


wanted to resume its aid 
activities on the principal island 
with the condition that its 
delegates had immediate access 
to all those detained, but 
apparently it could not reach an 
agreement with Jakarta, so there 
will be no such aid activities for 
the time being on Dili. 


THACH’S BOSS 

Vo Chi Cong, a 
member of the 
Communist Party 
of Vietnam 
secretariat, 
almost certainly 
did not go to 
Cambodia in 
January just to 
visit the troops 
(REVIEW, 8 Mar.). Reports from 
Hanoi say that he was recently 
put in charge of overseeing 
foreign policy for the politburo 
and secretariat. In other words, 
he is now the boss of Foreign 
Minister Nguyen Co Thach. 


AMAH IMPORTS 


The Singapore Government plans 
to allow residents of China to 
work as domestic servants in the 
republic. The Labour Ministry is 
planning a pilot project to issue 





encouraging Singapore’s 





about 500 work permits to elderly 
Chinese, mainly from China’s 
Fujian province from where the 
majority of Singapore’s ethnic 
Chinese migrated over the past F: 
century. As the governmentis | 


university-educated women to | | 
produce more children, the WX 
availability of cheap and reliable | 
domestic help is seen as an L x 
incentive to local graduate E 
women. As education and wages | . 
of the majority of women have | 
improved, Singaporean Chinese 
girls have become less willing to 
work as domestic servants and 
many women are brought in from 
the Philippines and other 
neighbouring countries. 


EYE ON THE SPARROW 

The United States is to sell 
Pakistan AIM-7 Sparrow 
advanced medium-range air-to- 
air missiles (Amraams) for use 
with the F16 fighter aircraft to be 
delivered shortly. The US is also 
planning to sell Pakistan 
Grumman E2C Hawkeye 
airborne warning and control 
systems (Awacs) aircraft, which 
if used with the F16/Sparrow 
combination would provide a 
formidable air-defence package. 
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AFGHANISTAN 

. Soviet troops launched a major offen- 
ive against the key rebel stronghold in 

e Panjsher Valley, a leading Peshawar- 

"based guerilla group said (5 Mar.). 


BANGLADESH 

President H. M. Ershad said he would 
restore free political activity from 26 
March as a step towards democracy (29 
Feb.) Two people were killed and 200 in- 
jured in clashes during an eight-hour gen- 
eral strike called by opponents of Ershad 
(1 Mar.). Two former ministers were jailed 
for a month for their role in organising the 
strike, it was reported (2 Mar.). The gov- 
ernment freed opposition leaders Sheikh 
Hasina Wajed and Begum Khaleda Zia 
from house arrest, it was reported (5 
Mar.). 


CAMBODIA 

The Khmer People's National Libera- 
tion Front, a member of the Democratic 
Kampuchea coalition, has reorganised the 
leadership of its army in an effort to in- 
crease military effectiveness, its leader 
Son Sann said (5 Mar.). 


_A correspondent for the West German 
magazine Der Spiegel was expelled for al- 
See TU 
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leged smuggling of antiques and insulting 
the leadership (4 Mar.). | 


INDIA 

Police shot dead four Sikhs in Punjab (2 
Mar.). The Punjab state government gave 
more than 40,000 police and paramilitary 
troops powers to arrest people without 
warrants and search places suspected of 
being used by terrorists (4 Mar.). Sikh 
militants burned part of the Indian Con- 
stitution inside the main New Delhi Sikh 
shrine, it was reported. Soviet Defence 
Minister Dmitri Ustinov arrived on an of- 
ficial visit (5 Mar.). 


INDONESIA 

Four Irianese sought asylum at the 
Dutch Embassy and asked to go to the 
Netherlands (29 Feb.). 


JAPAN 

Leftwing radicals set ablaze the ad- 
ministrative buildings of Tokyo Interna- 
tional Airport in a campaign against the 


building of a new runway, police said (1 
Mar.). 


MALAYSIA 

The king commuted to life imprison- 
ment the death sentence for murder on the 
former minister of culture, youth and 


LA T2 ast 
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sports, Datuk Mokhtar Hashim, it was an- p 
nounced (2 Mar.). 


PAKISTAN d 
Chinese President Li Xiannian arrived ; 
for an official visit (5 Mar.). » 


PHILIPPINES 

The widow of assassinated opposition 
leader Benigno Aquino called on opposi- d 
tion parties not to boycott National As- l 
sembly elections in May (29 Feb.). Demo- 
cratic Kampuchea coalition leader Prince 
Norodom Sihanouk: arrived for a five-day 
visit (6 Mar.). 


SOUTH KOREA 

The government announced a special 
pardon for 159 jailed students and 1,017 
convicted criminals on the occasion of 
President Chun Doo Hwan's third year in 
office, it was reported (2 Mar.). 


SOUTH PACIFIC E 
Presidential elections in Vanuatu were d 

postponed after the opposition coalition 

said it would boycott the vote (6 Mar. ). 


SRI LANKA 2 

A splinter group of the opposition Sri A^ 
Lanka Freedom Party announced it was = T 
returning to the party (5 Mar.). ‘ l 
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A countrywide strike puts planned elections in jeopardy 


Opposition roadblock 


By S. Kamaluddin in Dhaka 
A month ago, following the appa- 


rently successful elections of of- 

ficials to grassroots governing 
bodies at the village and municipal 
levels, most observers in Bangladesh 
believed that the next tier of govern- 
ing-body elections — scheduled to 
begin on 24 March — would also be 
successfully carried off by the military 
government. 

Attempts by the country's two main 
opposition-party groupings, a 15- 
party alliance led by the Awami 
League (Hàsina group) and a seven- 
party coalition led by the Bangladesh 
Nationalist Party (BNP-Sattar group), 
to block the government's earlier elec- 
tions had failed, and there was little 
reason to believe new opposition ef- 
forts would pose much of a threat to 
this month's polls. 

But the opposition's 1 March coun- 
trywide strike and a series of appa- 
rently unrelated events immediately 
preceding it, which placed the govern- 
ment in a bad light, have put President 
H. M. Ershad on the defensive and have 
threatened the success of the coming 
elections. Encouraged by the response 
to their eight-hour strike, the opposi- 
tion parties announced that the elec- 
tions would be held “over our dead 
bodies" and that 24 March would be a 
"black day." 

By 5 March, election officials said 
that 499 candidates had withdrawn 
from the election, indicating that the 
opposition's call for a boycott was 
being heeded. The opposition claimed 
that many more candidates would 
have withdrawn from the race but that 
they were barred from doing so by sec- 
urity officials. 

The opposition has been demanding 
that parliamentary elections be held 
prior to all other elections, but Ershad 
has insisted that elections to the grass- 
roots governing bodies and a presiden- 
tial election be held before the par- 
liamentary polls. Ershad seemed to re- 
treat from his hardline position some- 
what when he announced on 29 Feb- 
ruary that parliamentary and presi- 
dential elections would be.held simul- 
taneously on 27 May, but the opposi- 
tion dismissed the president's gesture 
as "arrogant." 

The opposition parties fear that once 
the grassroots elections have been 
held, Ershad will have secured an un- 
beatable power base, guaranteeing his 
election as president. They also say 
that Ershad's grassroots democracy 


4A 


scheme is unconstitutional, though 
some admit that they would support 
the plan if it was carried out in consul- 
tation with an elected parliament. 

The two mainstream opposition 
party groupings have also made four 
other demands aimed at restoring 
democracy in Bangladesh, which has 
been ruled by the military under Er- 
shad since 24 March 1982. The de- 
mands are: 
> An immediate end to martial law. 

» Restoration of fundamental rights, 
including an end to all restrictions on 
political activity. 

» Release of all political prisoners and 
the withdrawal of political charges 
against politicians. 

» The trial of those responsible for 
killing students during the February 
1983 riots in Dhaka. 

Ershad lifted the government ban on 
political activity in mid-November 
1983 but reimposed it 15 days later fol- 
lowing widespread violence involving 
opposition demonstrators and security 
forces. 

The 1 March strike was preceded by 
a number of incidents reflecting the 
anti-government mood which then 
spread throughout the country during 
the strike. On 26-27 February, private- 
sector transport workers went on 
strike to protest an allegedly unau- 
thorised toll imposed on them by a pro- 


government trade union federation. 
Thousands of passengers throughout 
the country were forced to seek alter- 
native forms of transport during the 
strike. 

Then, on 28 February, a police truck 
following a small student procession 
suddenly picked up speed and 
ploughed through the group, killing 
two Dhaka University students and in- 
juring six others. The following day — 
one day before the opposition part 
launched their countrywide strike 
the vice-chancellor of Dhaka Univer- 
sity led students, teachers and others 
from the university in a mourning pro- 
cession for the dead students through 
city streets. The Supreme Court Bar 
Association also turned out to mourn 
the students. The government said the 
deaths were accidental, and Ershad of- 
fered compensation to the students’ 
families, but the damage was done. 


n the eve of the general strike 

there was another fatality — this 

time an opposition labour 
leader, Tajul Islam, who died ina clash 
near Dhaka between supporters and 
opponents of the planned strike. Also 
on the eve of the strike, groups of 
rowdy youths — believed to be mem- 
bers of the recently formed pro-gov- 
ernment youth organisation Natun 
Bangla Yuba Sanghati — hijacked 





Begum Zia; Sheikh Hasina: detained, then freed. 
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Jeeps, minibuses and cars to be used 
the next day to help fill the expected 
gap in public transport. The next day 
the youths operated the vehicles with- 
out police interference. One police of- 
ficer, when asked about it, said: “You 


know and understand everything. Why | 


do you want to get us into trouble?" 

During the strike itself, a 13-year- 
old boy was killed and more than 200 
people were injured in clashes between 
strikers and security forces. The gov- 
ernment said the boy was trampled to 
death after police fired blanks and tear 
gas at a crowd of demonstrators in 
Dhaka, but witnesses said the youth 
was hit by a bullet when security forces 
fired into the crowd. More than 300 
people were arrested during the day. 

Opposition leaders had planned to 
hold open-air rallies during the strike, 

t the government dashed those plans 

arresting key opposition leaders, in- 
cluding former prime minister Shah 
Azizur Rahman and the former home 
minister Abdul Mannan. Both later re- 
ceived month-long jail terms for or- 
ganising the strike. Begum Khaleda 
Zia, widow of assassinated president 
Ziaur Rahman and leader of the BNP- 
Sattar group, and Sheikh Hasina 
Wajed, leader of the Awami League 
(Hasina group) and daughter of slain 
president Sheikh Mujibur Rahman, 
were placed under house arrest. They 
were released on 5 March. 

The strike was claimed by the oppos- 
ition to be a great success. Shops and 
offices in the country's main cities re- 
mained closed for the day. and city 
streets were empty. Security forces 
were sent to Dhaka University to pre- 
vent student demonstrations but vio- 
lence did break out on the campus of 

.Mymensingh Agricultural University, 
yere six teachers were seriously in- 
red. The vice-chancellor and the 

"teaching and administrative staffs of 

the university resigned in protest of al- 
leged police brutality on the campus. 

Some political analysts argue that 
the government could have avoided the 
most recent confrontation by consider- 
ing more carefully the opposition's 
five-point plan and offering some con- 
cessions as a face-saving move to make 
possible a dialogue between its leaders 
and the government. Instead, the argu- 
ment goes, the government — con- 
vinced that its policies are correct and 
confident of its ability to see them im- 
plemented in the wake of its earlier 
election successes — chose to ignore 
the opposition's demands. 

Whether the opposition can main- 
tain its newly won anti-government 
momentum through the crucial 24 
March elections is open to question. 
The government is taking no chances; 
it is moving troops and paramilitary 
forces to reinforce police in known 
trouble spots in the country. Oo 


-FAR EASTERN ECONOMIC REVIEW e 15 MARCH 1984 
dion «io amu os IIASA a aor 








DIPLOMACY 


ff 
Khmer Rouge: their exit is the bottom line. 





The pace quickens 


Indonesia's initiative on Cambodia becomes more 
defined, but possibly raises hopes too high 


By Susumu Awanohara in Jakarta 
bae heightened activity in 

search of a solution to the Cambodia 
problem is becoming far more visible, 
but is causing some concern among 
foreign diplomats here that expecta- 
tions may have been raised too high in 
view of the realities of the situation 
and Vietnam's intransigence. 

But that an initiative is under way 
cannot be ignored. The recent visit of 
Gen. Benny Murdani, commander of 
Indonesia's armed forces, to Hanoi, 
which raised some eyebrows, has been 
followed by a Vietnamese-Indonesian 
political seminar in the Vietnam- 
ese capital. This is all against a 
background of visits to Jakarta by 
Vietnamese Foreign Minister Nguyen 
Co Thach on 12 March and by Son 
Sann, prime minister of the Demo- 
cratic Kampuchea coalition, shortly 
afterwards, while Indonesian Foreign 
Minister Mochtar Kusumaatmadja 
plans to visit Moscow in April. He also 
attended the funeral of Yuri Andropov 
— the only Asean foreign minister to 
do so. | 

On another front, former Indonesian 
vice-president Adam Malik, in what is 
called a personal initiative, has called 
on China, Vietnam and the Soviet 
Union to discuss Cambodia. 

The Hanoi seminar, organised 
jointly by the Indonesian Centre for 
Strategic and International Studies 
(CSIS) and the Vietnamese, if it 
achieved nothing else, at least rein- 
forced mutual trust by its extremely 
frank and friendly exchange of views, 


according to the Indonesian particip- 
ants. 

The executive director of CSIS, 
Jusuf Wanandi, found the Vietnamese 
participants in the seminar, held on 25 
and 26 February, “forthright, realistic 
and willing to listen,” despite the in- 
evitable recitation of their party line. 
And despite various disclaimers, the 
two delegations, both including active 
civilian and military officials, made 
Cambodia the main topic of discus- 
sion. Wanandi presented his provoca- 
tive paper, explicitly calling for the 
exclusion of the Khmer Rouge from 
any solution to the Cambodia problem 
(REVIEW; 8 Mar.) According to dip- 
lomats, Wanandi's suggestion was in 
line with the assessment by Murdani 
that Hanoi would not leave Cambodia 
until a solution is found which does not 
overlook Vietnam 's security interests. 

The counterpart presentation to 
Wanandi's was made by the director of 
the Vietnamese Institute of Interna- 
tional Relations and head of Hanoi's 
delegation, Pham Binh, who re- 
sponded to the so-called Asean appeal 
of September 1983. “The Asean solu- 
tion is not acceptable, because it de- 
mands that Vietnam unilaterally with- 
draw its troops while China is free to 
maintain its threat, Thai territory is 
free to be used against the Indochinese 
countries, and Pol Pot is free to carry 
on activities against the Kampuchean 
people," Pham Binh said. 

In particular, he found the proposed 
introduction of troops from the six 


15 





| 
j 
l 
] 


+ 
` 


j 
"| 
| 
x 
49 
| 

"I 
| 








t 













se se countries, into a iden issue. 
n Binh spelled out six possible 


rder of desirability, and hinted 
ch of these might be feasible. 
were: 
. comprehensive solution to. all 
blems related to peace and stability 

utheast Asia based on the with- 
"all foreign troops fróm the 

n, an end to intervention from 
ide, and Southeast Asia turning 


tion. 

partial solution concerning the 
Indochinese countries and China 
ned at total withdrawal of Vietnam- 
» troops from Cambodia along with 
d to the Chinese threat, an end to 
ise of Thai territory for bases 
inst the Indochinese countries, and 
nd to the use of the Pol Pot 
ts and other Khmer “reac- 












[ Andrew Tanzer in Taipei 

resh from the Kuomintang (KMT) 
'entral committee congress on 14- 
February, President Chiang Ching- 
9 had reason to feel relaxed. His 
ction of Taiwan-born Lee Teng- 
hui as his vice-presidential running 
mate was widely applauded as an 
stute move which would maintain 
'aiwan's delicate political balance. 
'alk of the presidential succession 
uestion died down as Chiang, who 
uffers from diabetes and a host of 
ther ailments, appeared unusually 





But Hé illness of Prime Minister Sun 
n-suan; who underwent Surgery on 
'ebruary for a stroke, has thrown a 
iner in. the works. Although the 
r 70-vear-old technocrat was 
ver for the vice-presidency, he 
'Xpected to play a key role in the 
cession. If Chiang passed from the 
le during his new six-yearterm be- 
ginning in May, Lee would assume the 
presidency, but Sun would govern as 
first among equals. in a collective 
leadership. 

. Sun'sillness has clouded an already 
confused picture. There is not much 
srecedent for a transi tion: ‘Chian g took 


os for the future of the region, 


o a zone of peace, friendship and co- 


against the Cambodian 







































AW meter a tore ah AANA LATHE BINA ATRIIS AMANO! 


| kae he relations bébween the- 


Asean and Indochinese countries with 
a view to preventing the danger of the 


present situation escalating into a 


major conflict and laying the basis for 
gradual settlement of apparent as well 
as latent differences. 

» Continuation of the present situa- 
tion, without any comprehensive or 
partial solutions, resulting in exacer- 
bation of the differences between 


: Asean and Indochina, deepening of 


hatred in the region, and inability of 


countries to concentrate efforts on 


solving urgent social and economic 
problems. 

» The worsening of the situation to the 
point that it becomes explosive and 
uncontrollable, with the Chinese pos- 
sibly exploiting it to provoke a major 
war in Southeast Asia. 

“Of these six possibilities, we hold 
that the Asean and Indochinese coun- 
tries are fully capable, within their 
own capabilities, to materialise the 
third and fourth,” Pham Binh said, 
adding that if this is done, the fifth and 
sixth possibilities could be eliminated 





» prime minister's illness renews Taipei's succession debate 
a native Fabuonesei is nominated as vice-president 


the mantle of power from his father, 
Chiang Kai-shek, who held sway over 
the KMT from 1926 on the mainland. 
The younger Chiang became a 
strongman not only «by inheriting 
power from his father, but also by 
carefully cultivating support in 
Taiwan's four centres of power — the 
party, the bureaucracy, the military 
and the intelligence-security forces. 
Although a key architect of the is- 
land's economic miracle — he has 
served as chairman of Taiwan Power 
Co. and minister of communications 
and of economies — Sun is sometimes 


labelled a political lightweight. But his | E 
profile has been raised somewhat in © 
the past few years as he has gained | 


Chiang's trust. The prime minister has 
begun to forge ties with the armed 
forces by putting in appearances at 
military ceremonies and paying visits 
to military bases. Party elders and 
leading security figures, mostly main- 
landers, could be expected to swing be- 
hind him as a compromise choice for 
leader should a Taiwanese such as Lee 
ascend to the presidency. 

Chiang's frequent visits: to Sun's 
bedside demonstrate the president's 
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, Which atone ei iiclude’ d 
Thach, made their "bottom line" quite ~ 
explicit. Their first non-negotiable. 
condition is that there will be no Viet- 
namese withdrawal as long as the 
Khmer Rouge still exists and that the 
Khmer Rouge will have no role in the 
Cambodian act of self-determination:... 
The second condition is that what- 
ever the nature of the “neutral” Cam- 
bodia which Asean envisages, Cam- 
bodia must accept Vietnam's “pri- 
macy” over it. Unless these two condi- 
tions are met, the Vietnamese feel 


| Cambodia will remain a security risk, 


according to Wanandi. He feels Asean 
can accept the two Vietnamese condi- 
tions in principle and work out the di 
tails. 

"The deal is, we drop Pol Potaf Vic 









nam withdraws," Wanandi | said : 
bluntly. — 

There is. a ‘great. deal of scepticism . 
about sucha proposal: There isnothing . 







new in the so-called Vietnamese bot+ 
tom line and even the idea SEC eee " 





























respect for hé man | Who has so ably 
managed Taiwan’s unwieldy bureau- 
cracy — and remind the people that — 
Chiang is healthy and at the helm, The | 
immediate task beforé the president is | 
to select a new prime minister if, as 
many observers suspect, Sun is unable 
to serve another term. | 
Although. an obvious setback, Sun's 
came at a moment when the 
party is à le to cope with it. A relative~ 
ly youthful (61-year-old) vice-presi- 
dent has just been selected, so Chiang 
at least has installed a constitutional, 
successor. Sun's term is due to ends. - 
May when there will be a cabinet s 
fle. Chiang would likely have reap- ~ 
pointed a healthy Sun, but the shuffle 














| would provide a convenient time for 


the ailing prime minister to ‘step down. 


S^ S Shoes would be: hard to fill. A 
competent if colourless leader, the - 
native qd d PIRE. on the X 









: a. oa effi ; 
Sehinet been m visible. at. 













ig i 
ciently, he 


compu ter engineers (Sun i: is ; à | 
cal engineer by training) and thes | 
meeting with. a delegation of A ymeric 
congressmen (the prime min 





blistering schedule, and, accordin 
local press reports of his medical cor | 
dition, overwork. ‘contributed i to his 























disarming of all Cambodian factions 
and failed at the opposition of Peking 
and Washington, some diplomats said. 

And as one Thai newspaper com- 
mented: "The main problem with 
Wanandi's plan which the Thais have 
found extremely difficult to overcome 
is that preventing the Khmer Rouge 
from sharing some of the power 
through an election will conspicuously 
violate their principle of non-interfer- 
ence in the domestic affairs of others." 

Others say the Chinese may dump 
the Khmer Rouge when the time is 
right but they will demand that their 
greater security interest be taken into 
account: that is, they will want Viet- 
nam to stop providing base facilities to 
the Soviets in Da Nang and Cam Ranh 
Bay, which the Soviets will not easily 
give up. 

But'apparently Bangkok has told 
some Indonesians that if Thailand and 
“hina were to stop aiding the Khmer 

»uge, the latter would flounder in 
tour to six months, without being able 
to threaten Thailand’s security seri- 
ously. One interpretation is that if the 
quid pro quo is right, the Thais might 
agree to drop the Khmer Rouge. As to 
China, Mochtar sees “indications” that 





a 108 1 SRM ‘Asean called for the | 






O tong: SISL AE 
tim is Pol Pot io fortes si 
At a press conference, Mochtar cited 
Chinese Foreign Minister Wu. Xue- 
qian’s call on his recent visit to Kuala 
Lumpur for a “free, independent, neu- 
tral and non-aligned” Cambodia as 
one such indication, but sources say he 
has had other indications from the 
Thais as well as the Malaysians. If the 
Thais and the Chinese are as interested 
in a solution, as some Indonesians 
think, and if Mochtar can extract a 
similar interest from the Soviets when 
he goes to Moscow, there may be a real 
chance of movement towards a settle- 
ment. Some diplomats see signs that 
Vietnam is prepared to talk with the 
Chinese, as well as with Asean, to re- 
duce tension as an initial step. 


I: an address to the Press Foundation 
of Asia (PFA) in Hongkong, Malik 
suggested that Asean should address 
its collective appeal to China, Vietnam 
and the Soviet Union to end the crisis. 
"An initial tripartate gathering be- 
tween [the three communist states], 
focusing on Indochina, would be an in- 
spiring beginning," Malik said. 
According to reliable sources, the 
PFA invited Malik to speak only a 
week before the event: that is, his 


ey thoughts were put on paper after Mur- 


dani's controver%ial visit to Vietnam. 
He expressed his full support for Asean 
and Indonesian approaches to the 
Cambodia problem, between which he 
saw no contradiction, but highlighted 
the need to include China and the 
Soviet Union. Mochtar in turn 
applauded Malik's efforts, pointing to 
what he thought was a disappointing 
progress of Sino-Soviet talks over nor- 
malisation of their bilateral relations. 

The Indonesian public has dem- 
onstrated great interest in — and sup- 
port for — Murdani's initiative and all 
the players appear eager to contribute 
to a Cambodia settlement, despite 
their differences on other matters. As 
observers put it, Mochtar really does 
not seem to mind so many parties mak- 
ing foreign policy for him. It is as if 
solution of the Cambodia problem has 
become an Indonesian mission at a 
time when this nation is seeking to play 
what it sees as its rightful interna- 
tional role. 

But there are reservations. As one 
diplomat put it: “If Thach comes here 
with nothing new and starts talking 
about say, the Thai-Cambodian bor- 


der again, that could embarrass some- 


of these Indonesians who have been 
talking about the initiative.” 





ship: he isrespected within the govern- 
ment, by Taiwanese and by foreigners. 
His image is of a moral man: loyal, dili- 
gent, trustworthy, benevolent and self- 
effacing. (Lee, the new vice-president, 

is cast in a similar mould.) He has made 
few enemies. 

Analysts reckon the most likely suc- 
cessor to Sun as prime minister would 
be Tsiang Yien-si, currently secretary- 
general of the KMT. Like Sun, Tsiang, 
69,. is a member of the technocratic 
wing of the KMT, having earned a doc- 

torate in agricultural economics in the 
.nited States. 

After serving for years as a leading 
agricultural planner, Tsiang. entered 
political life, assuming posts as secre- 
tary-general to the president, minister 
of education and minister of foreign 
affairs. Like Chiang a native of 
Zhejiang province, the portly pary 
secretary has close personal ties wit 
the president. 

= Tsiang has certain factors working 
against him. Some people have not for- 
gotten that he resigned from his educa- 
tion portfolio after assuming responsi- 
bility for a boating accident in, which 
several students were killed. And his 
appointment, coming hard on, the rise 
of fellow agricultural economist Lee, 
might be opposed. by industrialists, 
who prefer. to see leaders. with a 
background, in industry overseeing 
Taiwan's industry-dominated,,econ- 
omy. 

But Tsiang s background could, also 
work in his favour., He has probably 
the broadest cabinet experience of'any 
of the leading contenders fo the job. 
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He is said to be close to Lee, who was 
Tsiang’s subordinate when Tsiang was 
head of the now defunct Joint Commis- 
sion on Rural Reconstruction, a joint 
venture with the US to modernise the 
island's agriculture. The KMT secret- 
ary-general reportedly introduced Lee 
— among other technocrats — to 
Chiang before Chiang became prime 
minister in 1972. A patron-protégé 
team of Tsiang and Lee — the former a 
moderate mainlander and the latter a 
moderate Taiwanese — could make a 
strong combination, 

Other candidates for the post appear 
to have even.more drawbacks. Yu Kuo- 
hwa, the powerful governor of the cen- 
tral bank, is a respected but not well- 
liked figure, Also a Zhejiang native 
and close to the president, Yuis seen as 


too inflexible and authoritarian to go 
over well as prime minister. Defence 
Minister Soong Chang-chih and Sec- 
retary-General-to-the-President Ma 
Chi-chuang may be hurt by their mili- 
tary backgrounds: Taipei likes to em- 
phasise that it has a civilian govern- 
ment. 

As well as reopening the succession 
question, Sun's illness has highlighted 
the aging of the old guard of mainland- 
ers who still dominate the KMT, the 
military and the security apparatus. 
These officials, who fled to Taiwan in 
1949, are dying off at an accelerating 
rate. 

The transition to the next generation 
of leaders is vexed. There appears to be 
a shortage of talented mainlanders in 
the 50- to 65-year-old age group. Many 
of China’s best and brightest 15- to 30- 
year-olds apparently stayed on the 
mainland during the KMT's exodus in 
1949; others went abroad for their edu- 
cation and never made it to Taiwan. 
Many members of the generation now 
"coming of age" on Taiwan were 
poorly educated on the mainland dur- 
ing the years of the war against Japan 
and. the civil war. against the com- 
munists. Having once entered the 
armed forces, many never rose in the 
party or entered the bureaucracv. 

This vacuum of talent means that the 
younger and more capable mainland- 
ers in their 40s, of which there are a 
substantial number, will be promoted 
faster than otherwise expected; at the 
same time, the inevitable process of 
Taiwanisation, .set in motion by 
Chiang, will be accelerated. ü 
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jy K. Das in Kuala Lumpur 
|n operation to re-draw Malaysia's 
& electoral boundaries and increase 
enumber of federal and state assem- 
seats is raising protests not 
; from the opposition political par- 
ies but from government parties and 

ups such as chambers of commerce, 
erchant guilds and Chinese clan as- 
tions. The exercise, which is car- 
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ase the number of federal par- 
mentary seats from 154 to 176 and 
e number of seats in the 13 state as- 
blies from 408 to 447. 
he principal complaint is that the 
'toral balance, already tilted to- 
ds the Malay voters at the expense 
e Chinese, is to be moved still 
r. At present, only 34 of the 114 
parliament for constituencies 
nsular Malaysia are oceupied 
hinese. That means that the 35% 
the electorate which is Chinese 
s only 30% of MPs. On the other 
id, there are 75 Malay MPs, mean- 
g that the 56% of Malay voters elect 
ut 66% of members. | 
t the complaints are more sweep- 
g than simply of gerrymandering to 
ake rural (which in practice means 
ominantly Malay) votes worth 


h community in Paris late in 
ary, Prime Minister Datuk Seri 
athir Mohamad, took to task 
ysian scholarship students 
ont ab refusing to "recognise the 
ernment.” | 
cording to the official Malaysian 
agency, Bernama, Mahathir con- 
ed it even more regrettable “that 
se students did not acknowledge 
ras ; prime. minister." 

| g Malaysian students for 
haviour abroad is common 
, and. many ministers routinely 
d errant youngsters in order to em- 


," Such news is usually for- 
n very quickly. But the prime 
Ster's irritation was followed by a 
y announcement which shocked 

uty Education . Minister 
l 'aacob declared on 4 
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'd out every 10 years, will this time. 


their own ^ deep concern for | 


more than urban (or largely Chinese) 
votes. According to some critics, the 
election commission has lost its inde- 
pendence and become a tool of the gov- 
ernment. 
According to opposition Democratic 
Action Party (DAP) leader Lim Kit 
Siang: “The pretence of independence 
and impartiality is maintained. [But] it 
is an open secret, whether in 1974 or 
for the current 1984 exercise, that the 
election commission carried out the re- 
delineation exercise according to 
Umno [the United Malays National 
Organisation] dictates, knowing full 
well that such recommendations had 
to be adopted by parliament before 
they could come into effect.” Umno is 
the senior partner in the ruling Na- 
tional Front coalition. 

But even Umno branches have com- 
plaints about what they regard as un- 


necessary name changes and arbitrary | 


shifts in boundaries. Several indi- 
vidual members said they would be 
forced to become members of new 
Umno divisions because party divi- 
sions follow the pattern of parliamen- 
tary constituencies. While this may 
mean little in terms of national poli- 
tics, to Bc d AME it means 


mno »Bollücs focuses attention on 'ungratofut students who 
accept the government's grants but criticise its policies | 


February that in future Malaysian stu- 
dents abroad found to be critical of the 
government or opposing its policies 
would be asked to show cause why ac- 
tion should not be taken against them. 

There is no evidence that the policy 
decision came because of Mahathir's 
Paris speech. In fact as early as July 


last year the government set up the 
Overseas Students Welfare Committee 


(OSWC) precisely because of an in- 
creasing number of reports of student 
discontent manifested in damning 
criticisms of the government. But in- 
terestingly, while OSWC is officially 
still studying the problem — and the 
committee's head, Minister in the 
Prime Minister's Department Datuk 
Abdullah Ahmad Badawi, had not 
commented — Khalil announced the 
crackdown. 
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-Reaction to the announcement was — 
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| So strong that the following day Ab- 
dullah. quickly. baektracked; saying 





40. 7% 
Chinese, with only three Ct 








into four. p iathentary 'constitüéii-- 
cies, each of which has five state as- 
sembly constituencies within its bor-- 
ders. With the new delineation, there 
are to be five constituencies. | 

Thus, the Malacca state assembly 
will still have only 20 members, but the - 
state will be represented by one addi- 
tional MP in Kuala Lumpur. Accord- 
ing to Lim, with the redrawing of state’ 
constituency boundaries, the Chinese . 
voters will lose ou because while there | 



















majority of Chinese voters, on 1 
of the new constituencies will h 





of the population of "Mali 





majority constituencies, the inflüence 
of Chinese voters will be reduced to 
15%. | | 





D: atuk Neo Yee Pan, acting presidet. 
of the Malaysian Chinese Associa- 


tion (MCA) — a member of the govern- 
ment coalition — disagrees and says he 


does not believe Lim's approach is sensi- 
ble in a multiracial country. "What we ~ 
should aim for is a thoroughly mixed 
electorate," he said. "That is the only... 
long-term solution." While no one àr- — 
gues about this in theory, it was 
m E out ids some MCA 










that only those on ài government scholar- 
ships were affected by the ruling. On 
the same day Khalil also declared that _ 
only scholarship students were af- 
fected, but not before one university . 
lecturer. denounced the policy as . 
“ghastly piece of bullying," anc 
another academic observed sarcast 
cally: “So much for the liberalism of : 
Mahathir administration." 
The debate which followed it 
press was at times: sophisticated 
more ofter "obscure and e edit 














vriter ir the: c pro establishinont : Ne 
Straits Times declared: "Neither thi 
government, this country, nor this so 
ciety can afford to have yes-men ani 
women all over the place. No gov 
ment, functioning in a vacuum, ca 
give of its best. It needs both critic an 
supporter, both realist and visionar} 
While local students called o 
government to define criticism and be 
moaned Hip Distant di ; ard. of the. 
















citizens; 
claimed t to 
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ur sic WD, and that the prin- 

ciple of one-man-one-vote is further 

eroded in the latest electorate exercise. 

Under the 1957 constitution, it was 
stipulated that the rural voter should 
beslightly over-represented compared 
with those in the towns, but not by 
more than 15%. This rule was done 
away with by a constitutional amend- 
ment in 1962, which set no limit to the 
disparity. As a result, there is now a 
Chinese-majority urban seat for Petal- 
ing Jaya, outside Kuala Lumpur, with 
67,846 voters, and a Malay-majority 
rural seat at Gua Musang,in Kelantan, 
with a 20,503-strong electorate, mak- 
ing one rural vote worth more than 
three urban votes. According to some 
analysts, the distortion of voting 
power was clear in 1974 when the 
Malay majority seats rose to,7 4% from 
60% in 1969..With the new seats, it is 
expected to rise further. 

There are also complaints that it has 

een difficult even to study the situa- 
uon because of the prohibitive costs on 
the one hand and election-commission 
rules on the other. The electoral rolls 
alone cost more than M$10,000 
(US$4,300). Worse, academics and in- 
terest groups are denied copies of the 
election-commission report, on the 
grounds that only political parties are 
entitled to get them. 

The deadline for objections was 3 
February. At that time 242 objections 
were filed, but it is understood, that 
more objections are pouring in. Under 
the law, if objections are valid, changes 
will be made and the new maps dis- 


cism. The president of the Selangor 
Graduates Society, Gurmit Singh, 
reacted by saying: "The government. . 
must not try to confuse the issue by 
pretending that only constructive 

riticism is acceptable.” He went on to 

ay that there was “no such thing as 
absolutely pure constructive criti- 
cism.” Other critics have made the 

oint that the scholarship holders are 
Bsrsens on tax money provided by the 
community as a whole, not on money 
which in any sense “belongs! to” the 
government. 


he debate tended to obscure the gov- 
ernment's real target which is not 
students per se as much as the opposi- 
tion Party Islam (Pas) and to a lesser 
extent the Democratic Action Party. 
According to several overseas: Malay- 
sian missions, there are really two 
categories of troublemakers: Islamic 
extremists and extreme socialists. 
The government claims to ibe in- 
formed through diplomatic channels 
that Pas is actively urging students to 
think again about supporting 'a gov- 
ernment which is not based om Islam. 
As Deputy Foreign Minister- Kadir 
Sheikh. Fadzir told the REVIEW, à 
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played to the public for another month. 
In any event, the changes must be 
finalised by the end of April to be con- 


stitutional. The government made 
great play of this during the six- 
month-long constitutional crisis last 
year. 

It claimed that if the king did not 
sign the parliamentary bill, the law re- 
lating to constitutional changes would 
nöt be passed for another 10 years, 
since. the constitution laid down that 
the changes must take place every 10 
years. In the event, the king signed the 
bill in mid-December, and the elec- 
toral maps went on display soon after. 
But many critics pointed out that the 
government's argument was tenuous 


number of these government-spon- 
sored students fell for the trick and 
made secret trips to Iran, India, Pakis- 
tan and the United States to take part 
in religious forums which do not have 
the government's seal of approval. 

"Some of these students," he said, 
“even went to the Iran-Iraq battle 
areas without our knowledge." The de- 
puty minister did not say why these ac- 
tivities were either harmful or particu- 
larly anti-government. 

The so-called extreme socialist stu- 
dents apparently criticised the Inter- 
nal Security Act and apparently criti- 
cised and belittled government deve- 
lopment programmes.  - 

Party politics also contributed to the 
new hard line. The key party in the rul- 
ing National Front coalition, the Unit- 
ed Malays National Organisation 
(Umno) is now in the middle of its 
party election campaign, and Khalil — 
who is seeking a middle-level party 
post — has used the student issue to 
rocket himself into prominence. What- 
ever the intellectuals in the university 
may say, it was a very successful ploy. 
The fact that the government may be 
somewhatvembarrassed will not hurt 
the deputy minister if he improves 
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Amendments relating to electorates in 
particular have been not only frequent 
but drastic. 

According to Lim, the election com- 
mission has not only ceased to be inde- 
pendent but has had to abide by the 
will of parliament after every one of its 
exercises since 1962. As a result, he 
said it was clear that MPs can re-draw 
boundaries after the commission com- 
pletes its work. The question, he said, 
was whether non-Malay MPs from the 


MCA and other front members, Party 


Gerakan and the Sarawak United 
People's Party, would speak up. 
“Frankly, I don't believe it,” he said. 


Neo, however, said his party was col- — 


lating information from throughout 
the country. “It will take time, but we 
are certainly not going to let it pass 
without examination. But it is too 
early to pass judgment,” he said. What 
Neo described as his “cool and calm” 
response to the emotion-charged issue 
is not being received well. Chinese vot- 
ers complain that during the constitu- 
tional crisis last year the MCA did not 
give them any guidance as to how they 
should behave: to remain neutral and 
treat the royalty-government conflict 
as a purely Malay affair or to back the 
government. 

The Chinese may forget the constitu- 
tional crisis of last year, but it is doubt- 
ful if they will easily forget the loss of 
voting power. Since the electoral roll 
must be fixed before the MCA party 
elections in June, the issue could have 
an important bearing on who takes 
control of the party machine. ü 
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his standing at the grassroots. 

Kadir told the Review he had no 
comment on the link with Umno poli- 
tics, but gave an assurance that the 
government would not act hastily 
against student dissidents. “We will 


only take action in extreme cases,” he 
said. 
After Khalil’s announcement, the 


government modified its position by 
declaring it would take action only in 
extreme cases involving scholarship 
holders, and this may well be further 
softened. 

It is now obvious the government 
does not mind student involvement in 
politics as long as they support the es- 
tablishment. But the problem is that, 
according to government sources, of 
the more than 50,000 Malaysian scho- 
lars now in foreign countries, the 
majority of dissidents spring from the 
ranks of the 15,000 government scho- 
lars. These students are also the 
brightest and the best since they are 
chosen at an early age from all over the 
country. The government's dilemma is 
serious: it cannot afford to offend these 
young people nor can it remain idle as 
EAE slide into the opposition camp. 

— K. DAS, Kuala Lumpur 
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cE By David Bonavia in Peking 


F 'actionalism — the curse of Chinese 

politics since the dawn of recorded 
Bro — has reached a new degree of 
seriousness in which relations with 
ze foreigners are again a crucial issue. 
[ihe abrupt termination last month of 
the campaign against so-called 
1 Spiritual pollution (decadent Western 
cultural influences) is reliably under- 
es stood to have been the result of a feud 
between two of Deng Xiaoping's top 
— aides, whose names for the time being 
; a: m Ry not be published by writers in Pe- 


g. 
"One of these, a seasoned municipal 
dministrator, was unofficially ac- 
a lu ised of having been too friendly with 
8 Chinese sports personality who later 
defected to the West. The other, a noted 
TM veteran intellectual, is reputed to have 
at tempted to satisfy personal feelings 
. of enmity by starting up the spiritual 
ja ij ollution i issue late last year. 
uz The inanities which this campaign 
engendered among party zealots to 
8 ome extent reflected those of the Cul- 
E Revolution, when every sign of 
individual expression or personal taste 
e was taken as proof of criminal degen- 
cy; When this was bought to the at- 
ention of Deng, he ordered the cam- 
aign to be ended. 
Even a taste for Western-originated 
(8 sports and games can still be used to 
- damage the reputation of highly 
_ placed personalities here, and it was a 
—. symptom of the continuing strength of 
_ the anti-zealot faction that several in- 
_ ternational bridge champions from 
_ Britain were invited to China recently 
a to match their skills against those of 
— some top officials, and on one occasion 
| _ were beaten by them, Bridge, as is well 
` | known, is Deng's favourite relaxation. 
—. The basic issue is more important: 
whether China should continue its 
_ progressive cultural liberalisation, 
- with more and more exchanges involv- 
ing Western countries. Zealots believe 
| th is trend is making it more and more 
A difficult for the communist party to re- 
_ tain control of the government and 
bh: | people of China, who they say are 
j . being corrupted by Western influ- 

. ences. 
. Deng’s ambition of purging : the 
t party of all elements hostile to his own 
policies — mainly those who joined 
3 during the Cultural Revolution — has 
stil not. got off the ground. The 
_ People’s Daily on 5 March devoted the 
. top half of its front page to a moder- 
. ately worded but insistent demand 
= that provincial party authorities 
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_ Should show more progress in the 
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; c c Teua in Peking lie behind the campaign against 
| du "sl pollution' and the harassment of foreign journalists 
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screening of party members to decide 
whether they should be expelled or re- 
tained. The spiritual pollution cam- 
paign reinforced the position of leftist 
zealots and held up progress in the 
purge for more than three months. 
The presence of foreigners in China, 
particularly in Peking, is seen by the 
zealots as a disturbing element. Ordi- 
nary people, despite the personal risks 
involved, still sometimes seek out 


foreigners to improve their knowledge 
of foreign languages, to ask for im- 
ported or luxury goods, or just to ex- 
change views. Especially suspicious, in 
the minds of the zealots, are foreign 
correspondents, who though without 


Terzani: no insult intended. 





diplomatic protection, publish much 
of what they learn from Chinese ac- 
quaintances. 

Local citizens have on some occa- 
sions been interrogated for months 
after talking to foreigners — not so 
much to find out what the latter said, 
as to determine whether there has been 
a breach of security. People who sur- 
vive the interrogation without being 
shown to have done the Chinese state 
any harm are sometimes told by public 
security officials that they may resume 
seeing the foreigner concerned, but to 
be sure to tell him or her only good 
things about China. 


sinister recent development has 
been the harassment of several for- 
eign correspondents — only one may be 
named for the time being — not osten- 
sibly on account of what they have 
written, but on the excuse of petty 
breaches of Chinese law. 
On 4 March the Peking correspon- 


‘tention in P. 


cessful altemit do renew igs vis visa. Dur: : 


ing his four years in China, Terzani 


wrote a number of critical articles on — 
such sensitive subjects as the failure of | 
the communists to preserve Peking as - 


the enduring symbol of Chinese cul- 
ture, but he was charged on his expul- 
sion for attempting to smuggle an- 
tiques abroad as well as “insulting the 
Chinese leadership” by hanging a 
crucifix on a portrait of Mao Zedong. 
Terzani said that he had bought 
a crucifix and a badge on a visit to the 
Shaolin Temple as souvenirs. Putting 
the crucifix on the poster of Mao in his 
office was not intended as an offence to 
the Chinese leadership, he added. He 
told the Hongkong press that the 
Chinese Foreign Ministry was not even 
aware that he was held under house ar- 


rest, and he was released only after 


“the highest authority in Haly: inte 
vened. 

Whereas the responsibility. for 
foreigners' behaviour used to be the 
purview of the Foreign Ministry and 
the Public Security Ministry, it now 
comes increasingly within the author- 
ity of the recently formed State Sec- 
urity Ministry, the task of which is to 
prevent espionage. 

The Foreign Ministry is holding it- 
self distinctly aloof from these deve- 
lopments, taking the line that its only 
concern with foreign journalists is to 
help them in their work and issue ap- 
propriate authorisations. Previously 
— under the late premier Zhou Enlai — 
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the Foreign Ministry was very power- - 


ful and could advise the public security 
authorities about dealings with foreign- 
ers. Naturally the Foreign Ministry 
dislikes conflicts with individual 
foreigners because they may involve 
diplomatic contradictions and affect 
foreign policy. 

Harassment of foreign journalis 
was common during the early phase ot 
the Cultural Revolution, but it was for- 
bidden after China’s new phase of 
friendly relations with Western coun 
tries from 1972 on. 

On only a very few occasions have 
correspondents in Peking been sum- 
moned to the Foreign Ministry and told 


that something they had written was - 


insulting to China or untrue. Apart 
from Terzani's there has been only one 
out-and-out expulsion of a foreign 
correspondent — Dutch Sinologue 
Willem van Kemenade and his 
Taiwan-born wife. Recently, however, 
he has been given a visa allowing him 
to return to China. 

There is certain to be controversy 
among Chinese Government organs 
and highly placed officials as to the de- 
sirability of harassing foreign corres- 
pondents who do not conform in every 
way to the Chinese view of what a jour- 
nalist’s work should be — "promoting 
international fenus. "m 9e 





Sadaichi Gassan 
transforms metal into masterpiece. 


From a raw piece of iron 
weighing around 10kg, 3 
Sadaichi Gassan and 
his apprentices forge 
one of the finest 
swords in Japan. 
Gassan today 
practises the re- 
fined art of thé 


swordsmith that has 
been passed down" 
through his family for 
over 800 years. 

Such is Gassan's skill, 
knowledge and feeling for 


The search for perfection starts very early. 


the work, that he has been 
officially declared a Living 
National Treasure. A 
title bestowed on only 
the finest craftsmen 
dedicated to preserv- 
ing the traditional 
H culture of Japan. 
Gassan believes 
r1 that it is his duty 
to create swords 
v A as beautiful and 
gem high in quality 
"Steel tempered to 


perfection." Gassan's own 
calligraphy. 
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Techniques learned 
over 800 years. 








readily appreciate. 

A gold Rolex Day-Date 
Oyster, transformed from 
precious metal to master- 
piece by Rolex craftsmen. 
A high-precision timepiece 
which bears the coveted 
title of “Officially Certified 


, as the magnificent 
swords of the ancient 
"past, and to hand 
j down his own tech- 
“niques to future 
generations. 

His determin- 
ie motion is evident 


i 


Kin the care and Swiss Chronometer.’ 
== precise attention A fitting choice for a 
DS" to detail he main- Living National Treasure. 


tains through- 
out the many 
stages of producing a 
sword. 

He works only in 
ground metal made 
of the best iron sand 
called “tamahagane” 
steel from Okuizumo 
and his own home- 
made steel. 

These two are then 
carefully tempered to- 
gether using Gassan's 
unique tempering se- 
cret to create a beauti- 
fully smooth texture. 

Gassan is a rare 
craftsman who seeks, 





and achieves, perfection. PEPEO n 

The watch he wears is 
made in a way Gassan can a 
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Choosing a computer company isn't easy. 

To help you decide, we suggest you picture the day a computer 
or office system arrives in your office. 

When you open a box from IBM, you'll discover that you get 
more than simply the product inside. 

You get the flexibility your business needs to grow and to 
change, supported by IBM's many product and programming 
solutions. You get access to fast and reliable service administered 
by IBM's experienced and widely skilled professionals. 





There's a prize in every box. 


You get the assistance of IBM's customer education programs 
including seminars and customer centers. And if you need new 
applications, IBM can work with you. 

You also get the benefits of IBM's long commitment to product 
and technological leadership. 

Whether the IBM product you buy comes in a big box or a 
small one, vou get all of these things and more. They're all part i 
the IBM difference and they can make a difference for vou or youn 
business. 
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"s handling your foreign exchange needs in 
3 o and other major money centers, worldwide. 








It’s our global network working 
for you in Taipei negotiating yo 
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International Banking Group 


World Headquarters: 270 Park Avenue, New York, NY 10017 
Branches in Asia and the Pacific Basin: Hong Kong, Manila, Seoul. Singapore, Taipei. Tokyo 
Representative Offices: Bangkok. Beijing, Bombay, Jakarta, Kuala Lumpur, Sydney 
Subsidiaries: Hong Kong, Los Angeles. San Francisco 
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Flashback to 1974: Chan Tin (second right) helps carry injured man away from demonstration. 
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A collapsed bridge 


The authorities silence a Roman Catholic priest who had 
hoped to reconcile old and new political elements 


By A Correspondent 


t looks like the end of an era. Fr | 


Chan Tin, one of the best-known 
non-communist opponents of former 
South Vietnamese president Nguyen 
Van Thieu, has been "invited" toresign 
from the central committee of Viet- 
nam's Fatherland Front. Membership 
of the committee conferred no author- 
ity, but some prominence and perhaps 
some privileges. In addition, the invi- 
tation — a thinly disguised expulsion 
— could mean Chan Tin's transforma- 

on from an officially tolerated 

iaverick inside the system to a dissi- 
dent outside it. 

Chan Tin, a Roman Catholic priest 
from Hue, in Central Vietnam, was one 
of an outspoken group of opponents of 
Thieu and the United States whose 
members classified themselves as the 
"Third Segment." They took this term 
from the wording of the Paris peace 
agreement of January 1973 which cal- 
led for three segments — Thieu sup- 
porters, the Hanoi-backed National 
Liberation Front (NLF) and political 
activists belonging to neither group — 
to be involved in an eventual peace for- 
mula. 

They avoided the term "third force," 
which they felt indicated an armed 
strength that the motley group of 
Catholics, Buddhists and intellectuals 
did not have. And, they held, such a 
title also would have implied an 
equidistance between the two bellige- 
rents. The Third Segment people were 
not impartial: they supported — with 
some reservations perhaps — the NLF 
They viewed its victory as inevitable, 
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and they planned to do what they could 
to be a bridge between the largely rural 
NLF and the urban population. 

Most of the Third Segment had be- 
come politically active in the late 
1960s. Their activities often revolved 
around small and somewhat short- 
lived political magazines, quickly 
closed down by the government. A 
number of the activists were Catholic 
priests and laity, some of them north- 
erners — refugees who had fled the 
Viet Minh takeover of North Vietnam 
in 1954 but who had since come to 
question their own anti-communism. 

Some of the activists made personal 
contact with the NLF either at home or 
abroad. The most dramatic contact, 
and the one which apparently 
cemented an unofficial working re- 
lationship between the communists 
and urban activists, took place soon 
after the 1968 Tet offensive. 


t least two activists — Chau Tam 

Luan, a US-trained agricultural en- 
gineer, and Nguyen Ngoc Lan, a 
French-educated Redemptorist priest 
— slipped into the countryside around 
what was then Saigon to meet Tran 
Bach Dang, at the time a leading NLF 
cadre in the area of the South Vietnam- 
ese capital. The meeting ran into a 
snag, however, when one of the ac- 
tivists' guerilla escorts could not resist 


taking a shot at a US helicopter flying 


nearby. This provoked a retaliatory 
raid, and the men spent several hours 
crouching in an underground bunker 
as troops passed overhead. 


In 1969, a grotip of activists founded 
a rather highbrow political and cul- 
tural review, Doi Dien or Face to Face. 
It quickly became one of the most inf- 
luential dissident reviews in Saigon 
and equally quickly went under- 
ground. The following year many of 
the same group founded the Commit- 
tee to Reform the Penal System, which 
became the focal point for research 
and activity in support of the Thieu re- 
gime's political prisoners. Chan Tin 
was one of the moving spirits behind 
both the review and committee. 

By the last years of the war, the 
Third Segment activists were working 
closely and apparently harmoniously 
with the NLF. Opposition committees 
formed in the period of anti-govern- 
ment ferment late in 1974 seem to have 
had a fairly substantial NLF partici- 
pation — largely from NLF student 
and trade unionists. The movement 
leaders gave every impression of 
knowing and welcoming this. 

But the new regime found itself 
the war, though. At first the Third Seg- 
ment was tolerated. Doi Dien was au- 
thorised to appear legally. Many of the 
activists joined the new unofficial 
newspaper Tin Sang (Morning News) 
which had been banned by the Thieu 
regime in the early 1970s. 

The regime, however, found itself 
facing a situation it was ill-accus- 
tomed to: sympathisers who had their 
own ideas, who did not view the com- 
munist party as the repository of all 
wisdom and who felt that their ac- 
tivities during the war had earned 
them the right to speak out. Perhaps 
most importantly, many of the Third 
Segment activists, Chan Tin among 
them, seemed to feel that their role of a 
bridge between old and new regimes 
was just beginning. Hanoi seemed to 
disagree: if for the Third Segment a 
bridge was a connecting link, for the 
party it was merely something to walk 
over. 


n airing problems with the new order 

Doi Dien was particularly useful, 
and Chan Tin particularly insistent. In 
one New Year editorial in the 
magazine for example, Chan Tin de- 
livered a swingeing attack on the stifl- 
ing bureaucracy of the new regime, 
using almost entirely the words of Pre- 
mier Pham Van Dong — another per- 
sistent critic of bureaucracy. 

By the late 1970s, Doi Dien began to 
experience problems obtaining enough 
newsprint. Although it was in short 
supply at the time, the magazine's pub- 
lishers suspected that their problem 
was political rather than economic. 
Thenin late 1979 Doi Dien was ordered 
to cease publication. Tin Sang sur- 
vived a little longer, but was finally 
closed in July 1981. By then most of the 
Third Segment people had faded out of 
the picture. Tin Sang's editor, Ngo 
Cong Duc, is reported to have returned 
to his business interests. Another 
editor, Ho Ngoc Nhuan, one of the most 
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courageous anti-Thieu a 
ped out of sight altogether and is said 
by some people to be doing menial 
work for the Ho Chi Minh City munici- 
pality. 

Luan joined the exodus of boat 
people and is now in Europe. Lan, his 
companion on the trip to NLF zones in 
1968, is reported to be more or less un- 
employed. And Dang, the party official 
they had met in 1968 and who is said 
afterwards to have remained on good 
terms with the Third Segment ac- 
tivists, was demoted around the same 
time that Tin Sang was closed. 

Chan Tin seems to have kept up the 
struggle. Probably the last straw for 
Hanoi came in 1982 when a congress of 
the Fatherland Front was held in 
Hanoi. Pleading that the capital’s cli- 
mate was not good for his health, he 
wrote a letter outlining some points he 
would like to see discussed. The front’s 
commitment to understanding the 
feeling and views of the population as a 
whole, he wrote, was “summary and 
formal." Individuals who did not join 
party or mass organisations, he al- 
leged, were liable to have difficulty ob- 
taining advancement in their work, re- 
gardless of their talents. 

The front, he continued, spoke of the 
need to encourage respect for 
“socialist legality.” But, he said, 
people had been arrested and held for 
“days, months, years, without being 
brought to trial.” He complained of the 
discriminatory attitude shown by 
some cadres against Christians and 
other believers, and of the difficulty in 
obtaining permission to train priests or 
publish. religious works. Then he 
touched on what, for a formal Third 
Segment activist, was the heart of the 
matter. Before the war ended, Chan 
Tin wrote, the NLF’s provisional re- 
volutionary government had an- 
nounced a policy of national reconcili- 
ation. 

“We faced enormous problems dis- 
seminating this among the masses, 
government officials and military of 
the old regime," he wrote. “We called 
on them to stay and help rebuild the 
country." But seven years later, he 
noted, many of them were in no posi- 
tion to help rebuild the country — they 
were still in “re-education.” Chan Tin 
politely expressed the hope that the re- 
education — the term used for political 
indoctrination — problem could be re- 
solved fast. The letter had little posi- 
tive effect on the front leadership, but 
seems to have been passed around 
widely from hand to hand in Ho Chi 
Minh City. 

For the time being, it seems, Chan 
Tin has been silenced. Given his persis- 
tence, the silence is unlikely to be 
either total or permanent. At the same 
time, the government will have to ask 
itself how far people inside the party, 
who shared the same underground 
struggle as Chan Tin, share his con- 
cerns about the direction Vietnam is 
taking. A 
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Political launching pad 


A new faction in the Labor Party government, the Centre Left, 
has been formed, with Foreign Minister Bill Hayden as leader 


By Jacqueline Rees in Canberra 
AT Foreign Minister Bill 

| Hayden has emerged as leader of a 
new centre grouping in the faction- 
ridden Labor Party government. An 
important reason for the emergence of 
the faction — the Centre Left — is to 
provide a buffer between hardline 
Right and Left alignments in the party, 
but observers feel it is also a launching 
pad for Hayden's ambition to replace 
Lionel Bowen as deputy prime minis- 
ter should Bowen leave politics, as ex- 
pected, later this year. 

The new faction met recently for the 
first time, almost a year after the Labor 
government ended the seven-year con- 
servative coalition led by former prime 
minister Malcolm Fraser. The reaction 
of Labor Prime Minister Bob Hawke to 
the new group was relatively mild, but 
there is little doubt he was concerned 
about its emergence. 

At a National Press Club appearance 
in Canberra to celebrate his first year 
in office and following his recent Asian 
tour, Hawke was less than convincing 
in claiming that as prime minister he 
was above factional conflicts. 

Hawke does have a phenomenal per- 
sonal following — recent opinion polls 
show that 73% of Australians approve 
of his prime ministership — but the 
new Labor faction's strength lies in the 
number of Labor Party members con- 
cerned at Hawke's presidential style of 
government and at the heavy-handed 
politicking of his strongest supporters 
on the Right of the party, particularly 
those from the most populous state, 
New South Wales. 


The Right’s standing has been 


undermined recently by persistent al- 


legations of corruption surrounding 
the Labor government and the party 
machine in that state. 

The new faction's co-sponsor is 
Special Minister of State Mick Young. 
Both Young and Hayden have reason 
to be wary of Hawke. Hayden was dis- 
placed as party leader in favour of 
Hawke in a leadership battle on the eve 
of the election which made Hawke 
prime minister. 


Yours still nourishes the hurt of 
being forced out of Hawke’s cabinet 
for six months because of events sur- 
rounding Australia's recent royal cor 
mission into the relationship betwe. 
a former Labor Party official and a 
Soviet diplomat. If for some reason 
Hayden decided not to run for Bowen's 
job, the Centre Left would probably 
support Young for the position, with 
the aim of blocking any moves by 
Treasurer Paul Keating, a firm Hawke 
supporter. 

The new faction's name is something 
of a misnomer, it being more Centre 
than Left: on economic issues, for 
example, it will be far more conserva- 
tive than the traditional Left would 
find acceptable. The extent to which 
the Centre Left can gain national re- 
spectability in terms of Labor Party 
factionalism remains to be seen. 

Its immediate supporters come from 
the less populous states of Queensland, 
South Australia and Western Austra- 
lia. To become a potent national force, 
it will need to attract support in the- 
key states of New South Wales a 
Victoria, and especially their capi... 
cities, Sydney and Melbourne. ^ D 
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randard Chartered Offshore Money Market Fund 
s an open-ended investment company 
orporated in Jersey, managed by Standard Chartered 
"urid Managers (C.L) Limited. 

The Manager is ultimately wholly owned by Standard 

Chartered Bank PLC, Britain's largest independent | 
avemational bank with assets in excess of £24,000 million, 
++ Its objective is to obtain maximum returns for 
eholders by placing funds in the international money 
ts, benefiting from the higher rates of return available 
blocks of currency. 
reful balancing of the portfolio’s maturity profile 
"nsures that the investor retains liquidity without sacrificing 
eturns. Holdings can be realised at two days’ notice and 
issets will be concentrated in short-term deposits in E | 
nterbank c currency markets. ? 













_ leader in this highly specialised field. 






In the placing of funds, the Manager will have acce 
to the expertise and dealing skills of ‘Standard Charter 
Bank Group, which - through its network of dealing 
centres around the world- remains in touch with the 
international markets 24 hours a day, and is recognised a 

























The Investment | 
The minimum investment is only £1,000, and shares 
are designated in the following currencies, each held ina 
separate fund: | 
@ Sterling @ US Dollars 8 Deurschemarks 

@ Swiss Francs @ Yen 





Interest earned is accumulated within each class of 
Share, and no dividends will be paid. All income is 
therefore reflected in the capital value of the Shares. 

Copies of the Fund's Prospectus may be obtaiz 
from the offices of The Chartered Bank or by sen« 
the coupon to the address shown. This advertiseme 
which is placed on behalf of Standard Chartered T 
Managers (C.L) Limited by its Hong Kong 
representative The Chartered Bank, does not 
constitute an offer or invitation to invest in the Fund. 
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The Chartered Bank, Marketing Der pt., 
i 444À Des Voeux Road Central, Hong Kong. 





[Please send mea copy of the Fund's Pros pectus and 

Application Form. l understand that investment 
E may only be made on the basis of the terms set out 
i in those documents. 
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aroma of oil and a whiff of poten- 
| conflict are mingling in the 
th China Sea, where some of the 
əst promising oil and gas areas are 
laimed by two or more nations. Barely 
decade ago, many policymakers 
fought of the Southeast Asian region 
s just a collection of small nations 
eparated by the South China Sea. 
'oday, with the extension of jurisdic- 
ion to 200 nautical miles or more, al- 
ost no marine area there is left un- 
iimed; and in unresolved boundary 
eas where claims overlap, some na- 
ins are finding themselves with new, 
metimes unfriendly, neighbours. 
jor problems are brewing as plans 
xploration and drilling extend 
her offshore into deeper and dis- 
waters and as United States 
anies and the Soviet Union assist 
eir respective allies in the region. 
re likelihood that the nations in- 
‘olved in some disputes can reach 
oundary agreements in the near fu- 
ure is extremely remote. But there is 
inother way that nations with dis- 
ited boundaries can harvest gas and 
il without settling the boundaries: 
oint development agreements. 
- These potential hydrocarbon-bear- 
ng areas with unresolved boundaries 
nclude: the northern Andaman Sea 
Burma and India), the eastern Gulf of 
Thailand (Vietnam, Thailand, and 
Cambodia), the southwestern Gulf of 
Thailand (Malaysia, Thailand, and 
Vietnam), the area north, west, and | 
ast of the. Natunas (Vietnam, In- 
donesia, Malaysia, and China), 
ore Brunei (Brunei, Malaysia, 
ossibly China, and possibly Vietnam), 
e Gulf of Tonkin (China and Viet- 
nam), the “Dangerous Ground” 
(Malaysia, Vietnam, the Philippines, 
and China), the eastern mainland shelf 
(China and Taiwan) and 
he Arafura Sea (In- 
donesia and Australia). 
Affecting these dis-. 
putes are several factors: 
competition between the 
Soviet Union and the US 
for influence in the re- 
gion, Chinese-Vietnam- 
ise tensions, the Cam- 
bodia issue, and the 
oviet-US-China trian- 
gular relationship. Viet- 
am is involved in all of 
the multiple-claim areas 





























carbons from the continental shelf of 
southern Vietnam. 

The Soviet Union's invasion of Af- 
ghanistan in December 1979, its mili- 
tary build-up on the four southern 
Kurile islands, problems in Poland, and 
the shooting down of the Korean Air 
Lines jet have hardened Western 
attitudes towards the Soviets and fos- 
tered a convergence of interests among 
the US, China and Japan. This has 
raised concern in Asean capitals about 
a broadening of the Sino-US-Soviet 
conflict into the rest of Southeast Asia. 
The US is an ally of the Philippines and 
Thailand and a good friend of the other 
Asean countries, and now China. Ame- 
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Dr Mark Valencia is a research asso- 
ciate at the East-West Center in Hono- 
lulu, Hawaii. He coordinates the Marine 
Environment and Extended Maritime 
Jurisdictions Program in the EWC Envi- 
ronment and Policy Institute. He has 
taught at the Universiti Sains Malaysia 
and was with the United Nations Deve- 
lopment Programme Regional Project 
on Offshore Prospecting in Bangkok. 
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rican oil companies hold concessions 
in all of the multiple-claim areas ex- 
cept the Spratlys. Amoco in particular 
is or was involved in exploration in al- 
most all of the multiple-claim areas. 


he Cambodia issue is dampening 

the negotiation process in the east- 
ern Gulf of Thailand, and the Natuna 
and the Spratly areas. In the eastern 
Gulf of Thailand, it is no accident that 
drilling activity has followed the con- 
straints of the basin configuration and 


er the troubled waters 
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the edge of the Cambodian and Viet- 
namese claim lines. Indeed, one struc- 
ture discovered by Union Oil of the US 
extends about 5% into the Vietnamese 
and Cambodian claim area. 

2, Cambodia protested 


at Thaila d's granti ng of concession 


areas on Cambodia's claimed conti- 
nentàl shelf to Amoco and declared: 
“Any foreign company which searches 
for oil on the Kampuchean continental 
shelf without Kampuchea's permis- 
sion will be responsible for all conse- 
quences which may arise from their il- 
legal actions." But. Indonesia allowed . 
Esso Exploration of the US to t ; 
over an Italian oil company concessi 
and guaranteed protection to the co 
pany if attacked. 

In September 1981, Vietnam E a 
ted a próposal through Laos to the 
United Nations indicating that if 
Asean agreed to deal with Indochina as 
a bloc, disputes with Malaysia (Am- | 
boyna) and indonesia (the Natuna 
area) over the maritime boundaries 
goula þe settled promptly. | 






area were anderea to ‘Marathon and 
Mobil, also US oil companies: On 29 
November 1981, the Vietnamese 
Foreign Ministry issued a statement - 
regretting Pertamina's invitation of 20 
March 1979 for exploration bids in 
Natuna Blocks A, B, C, and D-1 to D-6 
and stated: “Foreign companies 
should pay attention to this matter and 
should not conduct survey and explo- 
ration operations in the disputed area 
without Vietnam's consent.” Any cor- - 
poration which disregarded Vietna 
interests "must be held responsi  — 
for the consequences arising from. its 
act.” 

Despite the warning by Vietnam, the - 
US companies are exploring on behalf 
of Indonesia for hydro- 
IE carbons i inanarea claim- 
jp e ed in part by ‘Vietnam, 

t "which is being assisted in 
|^ its offshore exploration 
of its southern continen- 
tal shelf by the Soviet 
. Union. is 
In the Spratlys, oil. is 
but one factor in the dis- 
putes. The islands are 
considered strategic as 
bases for sea-lane de- 
fence, interdiction, sur- 
veillance - and possibly 
for launching of land at- 
tacks. Involved are the 
security inte: ests of out- 

























P "brian may T to invoke the 
in thee Pact e s for US assist- 















argo. — avoiy neni of US 
| and near the Vietnamese 





‘fectively merges US and Chinese in- 
erests in the event of a flareup of the 
lispute and also pre-empts Hanoi's 
Yope of wooing US oil companies to aid 
Vietnam in its offshore oil exploration 
ere. 


indeed. : Vietnam charged that “by 
signing such contracts with Western 
companies, China also tries to seek 
their support fo for its piratic acts and 
chen to share the profits with them.” 
Vietnam warned that it would resol- 
jtely defend its sovereignty over its 
qatural resources and that "Western 
'ompanies that cooperate with China 
n the disputed area will share respon- 














AN INVITATION TO... 














27-29, 












tn Lan NAA NEARE A ry m mln et ARA RAAT tele arro eie e Fen ted mbm mda rei eA rir e NH arp ninaa amaaa y 


. AMERICA’S GREAT CITIES ARE OFFERING - 


the workplace 
* the workforce 
* the markets 


for your productis and services 


| Learn about the opportunities and incentives to INVEST IN 

=. AMERICA’S CITIES from American mayors, government lead- 

| ers, business and financial experts in a SPECIAL EXHIBITION AND 

CONFERENCE brought to you under the sponsorship of the United 
States Conference of Mayors. 


. HOTEL FURAMA INTERCONTINENTAL, HONG KONG 
D MARCH 1984 


* Resolution of boundaries or 
muting of boundary disputes 
may be a prerequisite for 
development of any 
h ydrocarbon resources... 
regardless of po ten Gal» , 


sibility with China for whatever conse- 
quences may ensue." 

Obviously, if large numbers of US- 
controlled work boats and rigs were 
operating in the waters around 
Hainan, some guarantees of security 
would be necessary —- a situation 
which is an open invitation for the re- 
entrance of the US. naval forces into 
the Gulf of Tonkin. China conducted 
the seismic surveys on behalf of Amoco 
in two of four blocks because Amoco 
and its fellow partners refused to con- 
duct operations in blocks which were 
likely to be contested by Vietnam. 

In July 1979 two oil-rig supply ves- 
sels were fired on by a Vietnamese gun- 
boat and Amoco's surveys. west of 
Hainan were postponed by Peking. 
Further trouble followed. These inci- 
dents culminated in August 1982 with 
China rejecting a Vietnamese proposal 
for a six-week truce along their border, 


“For information and registration, contact: 
USCM INVEST IN AMERICA’S CITIES 
c/o American Chamber of Commerce in Hong Kong 
1030 Swire House 
Hong Kong 
Telephone: 5-259215 
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now » searing for oii on beh 
ally Vietnam, and the US, on 
its oil. companies, could be 
ae a inan | area ins EU 













Thesé coul 
tional capita 
equipment for. IV 
development. While e itis not 
estimate the precise effects of t 
ved offshore boundaries on the 
gress of hydrocarbon discove 
development in the region, ind a 
important factor. Multination: 
extra-regional gov ernment pe ' 
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E [v of their i sue it. 

Also, the conditions for: 
and export of àny oil found 
markedly depending on whic 
controls the resource. Thus, rese 
of boundaries or es. af 
disputes may be a prerequi 
development of any de uh 
sources in such area, regardless of 
tential. This is where the joint-deve 
ment approach can be used. 

Thailand and Malaysia, for ex: 



























othing less is at stake than 

“@ the future ofyour country. 

day you have to make far- 

ig decisions. True, that's not an 

. We know that quite well. 
vish to lend you a helping 


: ccc. This stands for a group 
panies acting on a world-wide 


up now all our achievements 
equire too much space. And 
“all, it would claim too much of 
me. We only want to point out 
nak lot of countries throughout 
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kthe man, pre runs onel 


Okpella/Bendel State 20.000 tons/year 


have engineered, built and handed 
over turnkey more than a hundred 
major projects, For doing this, one 
needs a great deal of experience which 
cannot be substituted by anything 
else, as we all know quite well. 

You see, helping does not only 
mean to us the delivery of equipment 
and machinery. That’s what we do 
as well. No, what we understand by 
helping is establishing an uninter- 
rupted line of management and engi- 
neering services, known as the CCC 
Project Management. That is: develop- 
ing economic analyses, arranging 
the necessary financing, providing 
project consultancy and taking charge 
of project completion. This includes: 
| engineering services, providing 
of supplies and services, shipment 
erection and civil construction, 


100.000 tons/year 


Factory 450.000 tons/year Thailand South Korea 
Nigeria Indonesia Bangkok Glass Donghae Pulp 
He Oluji Cocoa P T Semen Tonasa Industry Lid., Company Ltd. 
- Processing Co. Ltd. Pangkep/S. Sulawesi Bangkok Onsan 
lle Qluji/Ondo State «10 000 tons/vear 45.000 tons/year 90.000 tons/year 
30.000 tons/year i 

Wo po. : Container Pulp and 
Ceramic Plants Glass Factories Paper Milis 
Pakistan = Nigeria indonesia 

,." Swat Ceramics West African Glass PN. Letjes 
ov Co Ltd. Factory Ltd, , Probolinggo/ : 
. Shaidu/ NWFP Port Harcourt/ East Java 






220.000 m*/year 





300. 000 tons 









75 000 tons/year 
Storage Capacity pian Plants Zambia 
Prio $ Kapiri Glass 
Okpella Cement Products Ltd., 


Company Ltd. 


Kivers State 


Kapiri Mposhi/ 


: execution of our proje 


after-sales service, management " 
advisory functions and DAR | 
training. 

We think that in the end we owe. 


our success to the large experience we 


have gained due to our international 
business relations which have lasted . 
over many decades now. In 1895 
our company was established in 
Hamburg. But we're also at home 
abroad. During the long course of our 
company's history we have come to 
know very thoroughly a lot of coun- 
tries all over the world, thus obtaining _ 
an inside view of their internal 
structures, needs and possibilities. 
We consider this as one of the 
most essential preconditions for 
safeguarding that the planning: and 






accordance with the As esis of duy 


-particular country. Perhaps some day 


it will be the interests of your country. 
that we have to consider. 








We thank you for your attention, » 
Your Excellency, — : 
















































































eas poured um both on 


25 continental shelf. Indeed, relevant 
provisions of the Convention on the 
LoS stipulate that pending agreement 
on the delineation of the continental 
shelf/exclusive economic zone bound- 
ory, “the states concerned, in a spirit of 
iderstanding and cooperation, shall 
¿»āke every effort to enter into provi- 
J sional arrangements of a practical na- 
ture and, during this transitional 
period, not to jeopardise or hamper the 
reaching of the first agreement . . . 


$ arrangements could include 
. «9 joint exploration and development 
of hydrocarbon deposits in the area of 
overlapping claims. In the eastern Gulf 


of Thailand, joint development might 


be feasible between Vietnam and Cam- 
bodia, but for Thailand and Western 
«companies, the Vietnamese occupation 
_.of Cambodia precludes such an ar- 
- rangement at present. Joint arrange- 
. ments between Vietnam and Thailand 
“or Vietnam and Indonesia are even- 


: tually possible but there may be for- 








dable difficulties in finding pur- 
Sers of long-term supply contracts. 

t arrangements might indeed be 
e for Burma and India, and for 
q stralia and Indonesia if complica- 
^'wuons arising from Australian state vs 
federal authority can be overcome. The 
dispute between China and Vietnam in 
the Gulf of Tonkin seems closer to open 


conflict than to cooperation. Perhaps. 


one of the best candidates for joint 
development would be portions of the 
Spratlys area. If Vietnam and Taiwan 
could somehow be excluded from the 
. Spratlys issue, China, the Philippines 







: loration there, or perhaps in parts 
` furthest from Vietnamese-claimed is- 
- lands. 

Perhaps the strongest reason for à 


-state's opting for a joint undertaking 
. Would beits sense of urgency or obliga- | 
tion to protect its interests in potential - 
-oilor gas deposits. combined witha des . 





 "anülher state which "has. an equally 


' valid claim to the area. Joint develop- 


.ment is an idea whose time is coming 


; and tive as th will look hor onic » 








it ulf and on the Japanese-Korean- 


nd Malaysia could undertake joint 


x e y Ted Morello in » New York 


"he months ahead will be crucial for 
the future of the United Nations 
Educational, Scientific and Cultural 
Organisation (Unesco), with the Unit- 
ed States' threat to leave the organisa- 
tion and withdraw its massive finan- 
cial support at the end of the yearin the 
balance. 

Officially, the US has served the re- 
quired one year notice that it will leave 
the organisation at the end of 1984, 
but it has since made it clear that this is 
at present a threat which it might 
withdraw if it sees improvement in 
Unesco's performance. 

At the heart of the controversy is the 
agency's director-general, Amadou- 
Mahtar M'Bow of Senegal. Hardliners 
among President Ronald Reagan's s ad- 
visers are urging him to make the de- 
parture of M'Bow from office a precon- 
dition for lifting the US threat. If their 
counsel prevails it is almost certain 
M'Bow would survive the challenge, 
but the result would be the loss of US 
financial support and that in turn 
would produce Unesco budget cuts 





-which could cripple for years Third 


World. programmes planned by the 
Paris-based agency. In Asia alone, mil- 
lions of dollars in UN funds would be 
lost to essential projects: communica- 
tions in Bangladesh; oceanography in 
Burma; earthquake prediction 
China. 


the US first made its threat in De- 


-cember 1983. The State Department 


“extraneously | Dae Mele 


Society institutions and had “de- 
monstrated unrestrained budgetary 


expansion." 


Despite M'Bow's expressions of con- 
fidence to the contrary, it is certain 
that a US financial pullout would 
undermine Unesco's global program- 
mes. Some of its most highly visible 
projects are the preservation and re- 
storation of such historic monuments 
as Moenjodaro in Pakistan, Sukhothai 
in Thailand, Kathmandu Valley sites 
in Nepal, Hue in Vietnam, India's Taj 
Mahal and the "cultural triangle" 
marked out by Kandy, Anuradhapura 
and Polonnaruwa, the capitals of the 
old Buddhist kingdom of Sri Lanka, 
which flourished 2,200 years ago. 
M'Bow had shrugged off the storm 
warnings © and. had suggested that 
Unesco could go it alone without the 
,U8 | contribution. of slightly less than 





in 


J M'Bow has been the lightning rod for 
‘the storm that broke over Unesco when 


said it was acting because Unesco had 


American hardliners say that the price sr the US staying 
in Unescoi is ud exit of its controversial director 


an unlikely 








US$44 million annually i 
or 25% of the agency's USS: 
lion budget for the tw« )-year péi 
1984 and 1985. Even when c 

M'Bow's deputies, Henri Lopez 
dressed a press conference at 
headquarters after Washington's. 
nouncement, he evaded £ 
about the financial impact of t 
withdrawal and instead deplored 
blow to the agency's "universalits 
membership. l 

But such posturing by Unesiio’ 
cials is, as one UN diplomat piu 

"whistling past the g gravevard to k 
up their courage." When rumou 
the US withdrawal began circ 
more than a year ago, M'Bow let ii 
known that he was confident that 
oil-rich Arab countries would ta 
the slack. Since then, however, th 
glut and the resulting drop in the 
ducers’ earnings make these cc 
source of ade 





















Unesco funds. 

It has also been suggested that. 
US contribution could be made up 
mandatory increase in Unescos "€ 
dues" from other members or by t 
sorting to commercial loans. But rai 
ing the assessments. sufficiently te 
cover the 25% US share is an improb 
ble course, given the poverty of 
bulk of the agency's members an 
refusal of the Soviet bloc to take ove 
the deficit left by the US 








S bus e internation i 
aski $ dé at Unesco 81 hanagerbent 
cord. Lopez admitted, for example, tha 
its operatin ; expenditures consumi 
80% of its budget — more than 50% f 
salaries alone. But he tried t 
rationalise this by saying that the a 
ministrative | costs, astronomica’ 2n 
high in relation to those of other UN 
organisations, were justified beca use 
“we are an administrative agency.” 

Similarly, Unesco concedes 
more than 70%, or 2.428, of its 
thorised complement of 3,380 st 
based at its luxurious headquar: 
the Left Bank of the Seine in ! 
while only 952 are in the field 
contrasts sharply with the New Y 
based UN Development Program 
which has 80% of its staff in the f 
and 20% at home. 

Advocates of getting rid of M'Bow 
accuse him of flagrant mismanage- 
ment of the agency, of packing its 
upper echelon with an "Africa 
Mafia” and of personal high-living « 
Unesco's budget. One of his first age 

















apartment built "or 
esco headquarters ae areported cost 

CHEN 000. 
" The weakness of focusing on the exit 
5 M'Bow as a condition of continued 
. US participation is that his current 
cond term still has nearly three years 
_ to run — and there is almost no chance 
. that he could be pried out of office 
| against his will before its expiration, if 
. then. 
. For one thing, M'Bow has the 101- 
. mation non-aligned bloc's solid sup- 
A ‘port, more than enough to return him 
. to office in any ballot. That backing 
= was expressed first in late January 
_ 1984 by the Conference of Ministers of 
Information of Non-Aligned Countries 
a: 1eeting in Jakarta (REVIEW, 16 Feb.). 

Their decision was reaffirmed on 17 
February at a plenary meeting of the 
non-aligned bloc at the 
(UN. 

Unquestionably, 
some of the support 
ee be traced to 
bureaucratic cronyism 
and patronage that are 
built-in Unesco fea- 
tures. But there is also 
genuine Third World 
concern that the 
agency's productive 
development work, in 
- education, science and 
culture will suffer 
_ froma US withdrawal. 
In the face of such in- 
ternational as well 
s domestic support 
Eo Unesco, the US 
appears to be back- 
ing away from its 
avowed decision to 
. leave. Assistant 
Secretary of State 
for International 
Organisations Gre- 
 gory Newell, one of 
_ the architects of the 
US strategy, con- 
ceded as much at a 
press conference in 
Paris on 14 Feb- 
_ruary when he said 
the decision was 
pu butnotfinal.” |2 
He said the US 
would monitor 
jq nesco's performance in the coming 
= months by way of a high-level panel 
. consisting of a dozen American 
. educators, scientists and cultural and 
 . media figures to see if there were any 
provements: Newell added that “if 
there are, if those changes are signifi- 
. eant," Washington would “look again 
_ at the decision.” 
However, in a stroke of one-upman- 
. Ship, James Scheuer, a liberal Demo- 
crat from New York State, beat the Re- 
ER administration to the draw. 
 Scheuer announced in Paris on 1 
. March that M'Bow had agreed that 
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"eal books unc records. The queen 
reached in an exchange of letters, pre- 
empted the Reagan administration's 
move to name its own panel. Under 
the Scheuer-M'Bow accord, the inves- 
tigation will be conducted by a team 
from the General Accounting Office 
(GAO), the top-level congressional 


watchdog. 


eg explained that the GAO in- 
quiry is intended to dispel — or 
confirm — the suspicion of the M'Bow 
administrations mismanagement of 
Unesco. At the same time, the con- 
gressman praised M’Bow for accepting 
the arrangement and letting the chips 
fall where they may. 

The actions by both Newell and 
Scheuer reflect the spirit of com- 
promise recommended in a policy 






















| M'Bow; Unesco HQ: a host of 
accusations. 









% paper issued recently by the 
ı| UN Association of the United 
States of America, a prestigi- 
ous pro-UN lobby. Instead of 
quitting the organisation, it 
said, the US should establish 
“a bipartisan commission of 
prominent private individuals 
who are familiar with Unesco’s 
work,” to monitor develop- 
lopments within Unesco this 
year “to gauge the responsive- 
ness to US concerns.” Finally, 
the commission should report 
its finding to the secretary of state be- 
fore the year’s end “with a recommen- 
dation either to make good on the 
notice of withdrawal or rescind it." 

So the stage is set for a struggle be- 
tween the powerful fundamentalists 
hammering at Unesco as the opening 
wedge for their perennial campaign to 
"get the UN out of the US and the US 
out of the UN," and the more moderate 
elements which believe in the wisdom 
of working from within to correct 
Unesco's undeniable weaknesses — of 
"not throwing out the baby with the 
bathwater." 





Te mp ange in to 
dvocacy of the b. 

other political issues and confines it- 
self to its chartered mandate: the 
promotion of education, science and 
culture. For while the budgets for such 
projects are usually modest, the 
catalytic effect of the undertakings 
can be important to national develop- 
ment. 

For example, a four-year, US$1.5 
million undertaking scheduled for 
completion next year aims at improv- 
ing rural access to education in far 
western Nepal's Seti Zone, described 
by Unesco because of its remoteness as 
one of the agency's “most difficult pro- 
jects." In the Philippines, Unesco has 
budgeted US$1.6 million to assist in 
establishing a national engineering 
centre. 

Under a five-year project ending in 
1985, the agency has allocated US$1.5 
million for the technical educatio 
programme of Sri Lanka's Open Uni 
versity. The same amount has been as- 
signed to strengthening educational 
radio for schools and out-of-school 
education in Thailand. 

In the scientific field, a US$1.2 mil- 
lion allocation is promoting marine- 
science teaching and research at 
Burma's Moulmein College. Indonesia 
is the beneficiary of a US$3 million 
Unesco campaign to improve science 
education in secondary schools. 

Perhaps Unesco's most dramatic ac- 
complishments have been in preserv- 
ing and restoring cultural monuments. 
Most recently, Indonesia formally 
marked the restoration of Borobudur, 
the Buddhist temple complex built 
about AD 800. The project, started in 
1973, was financed by US$6.5 million 
in international voluntary contribu- 
tions to a trust fund set up by M'Bow 
and more than US$12.5 million from 
the Indonesian Government. 

Rescue work on the other Asian cul 
tural monuments is less advanced — 
indeed, in most cases it is still on the 
drawing board. The Pakistan Govern- 
ment first called on Unesco in 1960 for 
advice on saving Moenjodaro, the 
Indus Valley metropolis of the Harapa 
civilisation that flourished between 
2500 and 1500 BC. Threatened with 
dissolution by underlying groundwa- 
ter and soil salinity, the city “is prob- 
ably doomed to final destruction un- 
less urgent measures are taken," Un- 
esco says (REVIEW, 29 Dec. '83). 

A master plan has been drawn up 
and some work is in progress. But only 
about half of the US$17 million the 
project will cost has been raised. That — 
does not include a US$4 million volun- 
tary contribution, above its assessed 
dues, that the US Government had in- 
dicated it would make by 1986. But 
given the Reagan administration's set 
views, neither Unesco nor Pakistan is 
counting very heavily on Washington 
living up to that s 
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Caltex Refinery at Batangas, Republic of the Philippines. 





The C-E steam generators in this Luzon refinery have 








today'slatest technology. Two are over 30 years old. 


It shows how far we'll go to help 
customers get dependable, long- 


term service out of our equipment. 


When Caltex's management 
launched a program to improve 
the efficiency of their refinery 
at Batangas, Republic of the 
Philippines, they called in a 
Power Systems Services team 
from Combustion Engineering. 
Purpose: to help determine 
what action to take on the refin- 
ery's aging steam generators. 
C-E had built and installed two of 
these units over 30 years ago, 
the third some 10 years later, 
and has since provided technical 


service and spare parts support. 

C-E's cost-saving answer: 
not new units, but new life for 
the old ones. All three were re- 
built and upgraded with the lat- 
est firing technology. C-E Power 
Systems built the proprietary 
parts and, in the Philippines, 
supervised fabrication and 
construction work. 

That's just one example of 
how C-E specialists will go 
anywhere, anytime, to provide 
service and support when cus- 
tomers need it. 

Combustion Engineering 
supplies products and services 


for oil and gas, power gener: 
tion, petrochemical, proc: 
dustries, and other industria 
markets worldwide. For more 
information about our divers: 
lines of business and a listing of 
our offices around the world, 
write: Combustion Engineering, 


Inc., Dept. 7004-264, P.O. Box 
1 06904. 


‘SS I- 


9308, Stamford, CT, US 


COMBUSTION 
ENGINEERING 


Energy Technology.Worldwide. 


CORPORATE OFFICES IN BEIJING, HONG KONG, LONDON, NEW YORK AND SINGAPORE. DIVISION OFFICES IN PRINCIPAL CITIES 


Now 
you Know Datsun 





Prototype of Nissan's car of the 
r PT = 


t "- 
Production line with welding robots 


i» Throughout the world, Datsun has become a symbol 
É ; for superior achievement in advanced technology. 
i43 We're proud of that. And we appreciate your 
= a approval. But the truth is, superior tee hnology isn’t 
‘a’ our goal. It's just a tool. A tool we very innova- 
tively use to help reach what is our goal. And that 
is, to enrich the lives of people everywhere with 
> 2; products that not only meet their individual needs, 
IC for computerized cars but meet them in a way that's in harmony with the 
broader needs of society. So, to more accurately symbolize our real 
aims, we're giving our Datsun products a new name. Our corporate 
name. Nissan. That way you'll be 
calling Datsun by its most proper 
name. 
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International Trade 

Agency, Florida Development 
999 Brickell Ave. Bank offices: 
Miami, Fla. 33131 
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Monaco Trade 2, place du Lac 
Panama Development 1204 Geneva 
Switzerland Bank, Geneva Switzerland 
United Head Office: 
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In international banking 
and personal financial 
services, our name 
makes a difference. 


The difference lies, first, in the scope of 
services American Express Bank off 
unmatched by any international bani 

There'sa difference, too, in th« 
tise with which each service is provid 
and in the caliber of our service as v 
swift, confidential and highly persoi 

American Express Bank combint 
expertise and resources of two resp: 
international banks—American Expre 
International Banking Corporation and the 
Trade Development Banks. Our $13 billi 
in assets and 85 offices in 39: countrie 
vide an unparalleled depth of experi: 
resources and security 

We offer you the finest in privat: 
banking and personal services, includi 
international Gold Card® privileges 
travel services...a wide range of ass 
management services. ..trust and Custod 
services. ..and something more: a link 
worldwide financial network of Ame! 
Express Company. 

Through this financial network 
have access to trading in U.S equit 
securities, bonds, commodities and i 
ments in real estate. This important lis 
offers you more ways to protect, man 
and increase your assets 

American Express Bank. For the i 
national banking client, our name ma 
world of difference. 

For information, contact Brian Lendrum 
Vice President, American Express Internattonai 
Banking Corporation, Connaugbt Centre, 28t 


Connaugbt Road, Central (G.PO. Box 3), Hong Kon 
Telepbone (05) 212608 


AMERICAN 


EXPRESS 


American Express Bank 
Global Financial Network 





For the modern Marco Polo, 
anew trade route to Frankfurt. 


F rom April 3rd, Cathay Pacific's network will expand 
even further to include Frankfurt. With flights 
to and from Hong Kong via Abu Dhabi. 

Now, even more, you can rely on us to get you to Dile: 


FRANKFURT 
ABU DHABI 


major destinations in Europe, Australasia and 
North America, with unique non-stop and one stop flights FORT wonesm 
and the most comprehensive network in the Far East. 

Cathay Pacific is the airline designed for the real c: 


traveller. For vou, the modern Marco Polo. 
DHAHRAN SERVICE SUBJECT TO GOVERNMENT APPROVAL 


THE REAL TRAVELLERS WAY 


CATHAY PACIFIC- 


The Swire Group >i AN 


FEERO384WOCX 















HS column frequently takes an 
ectionate look at some of the more 
ght-hearted aspects of life in this 
part of the world. Nevertheless it is 
— not wholly frivolous. When last week 
o I descanted on the pomposities and 
shortcomings of Hongkong's bumbl- 
ing bureaucrats, my intent was wholly 
serious — as it has been when com- 
menting in the past on such matters 
vas the poor service and design of 

= Hongkong's Kaitak airport. 
- We have several times remarked on 
the bad impression the airport gives 
z to businessmen and tourists arriving 
‘in Hongkong for the first time. If one 
lands in the heat of summer, the first 
-whiff of Hongkong is a sickening one, 
received as the aircraft taxis back to- 
wards the apron and the air intakes 
bathe the passengers in the foul 
“stench from the raw sewage and 
floating filth deposited into the har- 

"s bour from a nearby nullah. 
“By most standards, the move 
| through immigration, baggage col- 
~ lection and customs is reasonably 
| smooth (unless one is unlucky enough 
^to arrive in the early hours of the 
afternoon together with half a dozen 
other Jumbos), and some effort has 
been made not to stack the luggage 
















trolleys in the furthermost corners. 


Once outside, however, the poor 


traveller has to trundle his trolley | 


ae 


along an idiotically sloping pave- 


ment, desperately trying to keep it | 


— from swinging towards the gutter 
. and breaking half a dozen ankles 


- among the madding crowd trailing. 


^:between the various queues for 
“coaches, hotel cars, taxis and buses. 
<- Just the thing after a 14-hour flight. 
ze ANY Hongkong resident knows 
better, but many tourists trustingly 
. attempt to convert their currency at 
one of the money-changers' booths in 
the airport concourse. They may not 
be absolutely up to date with the re- 
levant exchange rates, and thus may 
fail to realise that they are getting 8- 
9% less for their cash than they 
would elsewhere — in short, they may 
. be naive enough to assume that a 
— money-changer at a government-run 
airport would be licensed and his 
rates would be under some supervi- 







sion. Not so: the Hongkong Govern- | 
ment charges the maximum rents the | 


market will bear for any commercial 


operation at the airport, with the re- | 


sult that the money-changers soak 
their clients — as do the shops, duty- 
free stores, restaurants and bars. 
This may provide a salutary lesson 
in Hongkong's official philosophy 
(caveat emptor) but hardly wins 
friends among the arriving tourists 
and businessmen. Just in case the les- 


- son has not been sufficiently learned, 


e government soaks the departing 
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thi "use of Hees 1 in- 
| ort facilities with an 
airport tax o -HK$100 (US$12.80) — 
one of the highest such levies in the 
world. It hits a family of, say, five 
very hard — hard enough for them to 
find they haven't sufficient Hong- 


kong dollars to pay and thus to drive 


them back again into the jaws of the 
waiting money-changers. 

A certain Singapore executive feels 
stronglv about this scandal (under- 
standably because Singapore's new 
Changi International Airport is a 
model of comfort and efficiency). He 
put his views in a letter to the Hong- 
kong Government, and made the mis- 
take of referring to this column. Back 
came a typically lofty letter, signed 
by one Piers Jacobs, secretary for 
economic services, rejecting the val- 


idity of any comments made on this : 


page on the grounds that, “as its title 
implies," it is not to be taken seriously. 
e DESPITE such dismissive pom- 
posity, let us go on being serious for a 
moment. One of the brighter corres- 
pondents in Hongkong at the time of 
the Cultural Revolution was News- 
week's Edward Behr (and I was sorry 
to see recently that he had descended 
to the level of litigation, suing a pub- 


lication which is serialising his latest 


book, alleging that it has rewritten 
and misrepresented his original ma- 
terjal). 

1 enjoyed reading another book of 


his, Anyone Here Been Raped and 


Speaks English? (the words of a 
British TV reporter leading his cam- 


era crew like a platoon commander 
through a. erowd of Belgian civilians 
; who had fled from the excesses of 


'ampaging Congolese soldiers in the 
country later to become Zaire). I was 
reminded of the book when writing 
my piece last week on the doubts 
Hongkong  entertains about the 
Chinese Communist Party's ability to 
handle relations with Hongkong with 
tact enough not to destroy confidence | 
during the years of transition. 

In 1964 Behr had a unique experi- | 
ence, spending several informal | 
hours with the late chairman Mao 
Zedong, listening to him talk about 
China's problems in the company of 
the French ambassador and after- 
wards at an unexpected private din- 
ner party. 

Recalling Mao's words, Behr was 
struck by the number of times Mao 
harked back to the pre-revolutionary 
past: "It was as if, in the absence of a 
real enemy, Mao had been compelled 


i to pretend that the old enemies were 


still alive — patently not the case. To 
what extent Mao rationalised the 


stresses and strains of internal power 





struggles by reading into them a con- 


tinuation of the old class struggles 
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continuous Chinese need to exo 
demons. 

"During our Mao visit the demon 
were the remnants of the ‘old society 
shortly afterward, during the Cul- 
tural Revolution, emphasis was lai 
instead on the evil, privileged part 
bureaucrats and power holders: later 
still the real villains, it turned out, 
were ‘traitors’ like Lin Biao. Finally, 
the wheel coming full circle, th 
latest crop of demons to be sac 
is none other than the Gang of Fou 
China's strongman Deng Riaopini 
shares at least that Chinese chara 
teristic with Mao. It is possible tha 
he is not so obsessed with the pas 
but he is still exorcising demons - 
both the radical leftist remnants à 
the Gang of Four’s supporters and 
“spiritual pollution” which, he ; 
leges, is the unwelcorne ingredient i in 
the process of “learning from for 
eigners.” Maybe in 1997 the whi 
will really come full circle, with ! 
demons then being the remnant oft 
“old society” of Hongkong. 
e I WAS once criticised (TRAV EL- | 
LERS TALES, 15 Oct. 82) for remark 
ing that perhaps some people wou 
not be impressed by a diploma issue 
by Malaysia's "Goon Management 
and Study Centre." A similar reac- 
tion will doubtless greet our publica- 
tion of this company’s name photo- 
graphed in Station Road. Ipoh, 
Malaysia, by Trevor Walder bee: 
















































































in fact “gagah” in Malay me 
forceful, vigorous — even enterpris- 
ing: 
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e ADS s recently in the 
| Sabah press for what must have been 
| an entertaining contest held in a Kota 
Kinabalu discotheque, which I am 
told was open to both men and 
women: 


JANUARY iu & Eh, FORA 
for "o NIA SPUMA 
iian 23 & IRI dus 
PSicolwpae bringe giis st actin 
sooenipa of DATNE hA are! 
and prizes! 
GRAB THE BALLS 
if uns are ¢ qood TAC, hens $ame o 
skay changi to win ther prise 
ix en Aia Saloian Remie 
Ind - ACbrabnfh Biars Momberdyp 
3eb o Bowtie of Cheer 
Sheer pune Cus Curs 
Ta ak beechohcs — iin thee 
ikea coals tad be beat ud d 
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hastily arranged and unpublicised 
F meeting between United States 
Vice-President George Bush and 


dilemma of the administration of Pre- 
sident Ronald Reagan. By meeting 
" with a leading opposition figure, Bush 


| terest i in a democratic process evolving 
in the Philippines. But the discreet en- 
= counter at Blair House, the official 


— President Ferdinand Marcos. 

_ The meeting was particularly ironic 
; in view of Bush’s now-famous praise 
for Marcos’ “commitment to democ- 
E: racy. ” As one senior administration of- 
ficial remarked: “The political sym- 
b olism of the Bush-Laurel meeting 
was clearly thought of." 

In the wake of the August 1983 
E assination of former senator and 
opposition leader Benigno Aquino and, 
the spiralling opposition to the Marcos 
regime which followed, the US has be- 
come deeply concerned about the need 
for some form of representative gov- 
ernment in the Philippines. However, 





meeting with Under-Secretary of 
State for Political Affairs Lawrence 
 Eagleburger and Assistant Secretary 
- of State for East Asian and Pacific Af- 
fairs Paul Wolfowitz was given promi- 
. nence. This unusual reception for an 
Bee Position figure from an ally country 
had more to do with the importance at- 
te ched to the planned May National 
Assembly elections in the Philippines 
th an with the person of Laurel. 

_ Several well-placed sources told the 
R VIEW that an official reception given 
fo a private individual such as Laurel 
was not an indication of any US pre- 
ference for him. It was only part of a 
careful two-track policy pursued by 
the administration to keep a line of 
. communication open with the opposi- 
- tion while at the same time pushing 
Marcos towards democratic reforms 
and shoring up his sagging finances. 


Laurel was “a good guy,” he was not 
— considered presidential material by 
the US. They said that in order to avoid 


putting a stamp of approval on Laurel, 
. other moderate opposition leaders 


$ officially. 
. A long-standing historical relation- 
p ES heavy economic commitments 
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I-Bush meeting ' 


he 2 US REEE meets a Marcos opponent as part 
E an effort to push Manila towards democratisation 


. Philippine opposition leader Salvador 
. Laurel late last month underscored the’ 


_ was trying to demonstrate the US in- 


government guest house, was kept 
. quiet to avoid embarrassing Philippine 


E like the Bush meeting, Laurel's. 


- Sources privately said that while. 


à giving the impression that the US was. 


| visiting the US would also be received 


an nd S ee. Us bases at Clark and Subic 


> a4 es 
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: By Nayan Chanda and Robert Manning in Washington 


Bay — two major pillars of the Ameri- 
can military presence in the Pacific 
and Indian oceans — make the Philip- 
pines’ stability vitally important to 
Washington. And that stability has in- 
creasingly come into question in the 
turmoil which has followed Aquino’s 
assassination. 

Aquino was the one person who was 
seen as a possible successor to Marcos. 
With him gone, Washington is now 


concerned that the Marcos regime may. 


be replaced by a military government 
or that political chaos will intensify, 





Laurel and wife in the US: an unusual reception. 


polarising the country and further 
boosting the fortunes of the communist 
New People’s Army (NPA). 

Testifying before the US House of 
Representatives foreign affairs sub- 
committee last month John Monjo, 
deputy assistant secretary of state for 
Asia and the Pacific, stressed the need 
for maintaining good relations with 


the Philippines. “By doing so,” he said, 


“we avoid our military facilities be- 
coming a major focus of political de- 
bate within the Philippines, always a 
possibility during unsettled political 
times...” By maintaining political dis- 
tance from the Marcos regime, the US 
would like the opposition not to con- 


fuse the US military presence with. 


support for Marcos. 
With the examples of Iran and 
Nicaragua still fresh in their minds, 


the big fear of US officials is that the: 


moderate opposition will be pushed to- 
wards an alliance with the NPA or sim- 
ply become irrelevant. US Intetigetiee, | 


| suggest that the NPA is st readily de 
ig ing and ds: PO ActiC In every province : 


in the Philippines. US officials view 
the NPA as a long-term threat which 

could be countered by political stabil- 
ity and economic growth. 

The US views the May elections as a 
crucial step in rebuilding confidence 
and moving towards economic re- 
covery, however painful that process 
may be. In an interview, Congressman 
Stephen Solarz, chairman of the house 
subcommittee on East Asia and the 
Pacific, said: “The next few years are 
going to be ones of austerity rather 
than growth. Without the opportunity 
of peaceful change through the ballot, 
more and more people will try to 
change the government by bullet.” 

This concern has led Solarz to 
change the composition of the fiscal 
1985 aid package to the Philippines, 
reducing by US$60 million the mili- 
tary portion of the US$180 million a’ ` 
package to the Philippine 
and adding the amount to 
the US administration’s US$95 
million economic-aid request 
for the Philippines. By so do- 
ing, the Asia subcommittee has 
not violated the terms of the US- 
Philippine bases agreement, 
signed last year, which promises 
a total of US$425 million in mili- 
tary aid as part of a five-year 
US$900 million package. 

By reducing military aid for 
fiscal 1985, the Asia subcommit- 
tee has sent Marcos a signal. Sol- 
arz said: "We'd be delighted to 
increase aid to the Philippines 
above the administration request 
if democracy is restored in the 
country." The committee's pro- 
posal must be approved by the full 
Houseand Senate, and is subject to 
further modification. Solarz was 
a friend of Aquino, and he trave 

ledto Manila after Aquino's mu 
der to pay his respects. 

Although theState Department pub- 
licly objects to the proposed change 
privately, US officials hint that the 
congressional signal may help pressure 
Marcosin the direction the administra- 
tion wants him to go. Both White House 
and State Department sources say that 
privately they have been strongly urg- 
ing Marcos to be conciliatory towards 
the opposition and to remove the bar- 
riers to a free and fair election. 


A ose the administration pub- 
licly praises Marcos for allowing a 
degree of press freedom ànd public dis- 
sent, officials are far more cautious in 
private about the kind of election that 


-he may allow. “We may not see a truly 


free and fair election, but it may still be 
the best we have ever seen in the 
Philippines," said one: 

The hope of the administration is 
that the moderate political opposition, 
businessmen and the clergy will be 
able to inde Mis here of the 
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present regime to ensure a smooth po- 
litical succession when Marcos finally 
departs. And that process, in the US 
view, would be best achieved with 
Marcos still holding the reins of power. 
A real concern is what would follow 
Marcos' sudden exit from the political 
stage. 

An additional factor in the political 
uncertainty hanging over the Philip- 
pines is the snowballing suspicion 
about direct high-level involvement in 
the Aquino killing. Following the as- 
sassination, the US called on Manila to 
“swiftly and vigorously track down the 
perpetrators.” Now, with two former 
members of the Philippine armed 
forces making the most damaging ac- 
cusations against the Marcos regime 
for its alleged direct involvement in 
the murder before the US Congress, 
Washington may become instrumental 
in furthering the investigation. 

It is understood that the State De- 
yartment is considering arrangements 


for the official Agrava Commission, 
which is charged with the responsibil- 
ity of investigating the killing, to take 
depositions from the two Filipinos — 
Ernesto Rosales and Jose Santos — in 
the US. Santos said in an interview 
that he is ready to testify before the 
Agrava Commission in Manila if the 
Philippine and US governments 
guarantee his personal safety. 

While US officials refuse to com- 
ment on the new allegations, there has 
been a noticeable change in recent 
weeks, in the views of administration 
officials who follow Philippine events. 
Previously these officials have been re- 
ticent to speculate about the Aquino 
murder but now, asked to comment on 
allegations that Aviation Security 
Command chief Brig.-Gen. Luther 
Custodio and army chief of staff Gen. 
Fabian Ver were involved, one official 
coyly quipped: “I refuse to contradict 
that assertion." 

While the Aquino investigation con- 
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tinues, there is increasing concern in 


Washington over the slow pace of In- 


ternational Monetary Fund negotia- 
tions with Manila on a US$615 million 
stand-by credit. Neither Western gov- 
ernments nor private banks can pro- 
ceed with bail-out operations for Man- 
ilas US$25 billion debt until the 
Philippines receives the IMF stamp of 
approval. 

The delay is due partly to a scandal 
in December 1983, when the Central 
Bank of the Philippines overstated its 
reserves by US$600 million. An IMF 
delegation, in Manila from 6-22 Feb- 
ruary, failed to reach agreement on a 
letter of intent for the stand-by credit. 
Another IMF delegation went to Man- 
ila in early March. 

Some IMF officials suspect that 
Manila's foot-dragging may be due to 
political considerations. They suggest 
that Marcos, fearing that austerity 
measures and a devaluation of the peso 
— preconditions for the stand-by loan 
— would give the opposition more am- 
munition in the May elections, may be 
seeking to postpone the agreement. 

The World Bank also has been dis- 
couraged from coming to Manila's aid 
in the absence of an IMF accord. But 
with strong US backing, the bank has 
mounted a short-term bail-out opera- 
tion. In December, the bànk granted 
the Philippines a US$100 million 
structural-adjustment loan. 

World Bank officials say that in 
March, US$125 million would be used 
to create a temporary revolving fund to 
enable Manila to import essentials. 
The amount was originally earmarked 
for a project to import textiles machin- 
ery. Asked about this unusual diver- 
sion, one official said: "Right now it 
doesn't make sense to provide an in- 
vestment loan." He also said that in 
June another US$100 million will be 
provided as an export-development 
loan. 

Although these loans are being offi- 
cially justified as aimed at promoting 
exports, they are obviously serving as a 
life-support system for the Philippine 
economy. The US had accelerated the 
disbursement of all fiscal 1984 
economic-support funds for the 
Philippines, and by mid-December 
last year Manila had exhausted it all. 
The US continues to offer Export-Im- 
port Bank credits and loan guarantees, 
which already total US$1.4 billion. 

Ironically the US, the World Bank 
and the IMF seem more concerned 
about keeping the Philippine economy 
afloat than Marcos himself. As one US 
analyst put it: “Nobody here loves 
Marcos, but we cannot allow his rule to 
collapse.” Ever the astute politician, 
Marcos is aware that neither the world 
financial system nor the Reagan ad- 
ministration — especially in an elec- 
tion year — can afford to let the Philip- 
pines go under. So while Washington 
pursues its two-track policy, Marcos 
seems bent on his single-minded 
course of staying in power. 


Our rich 
Uncle Sam 


The strong American influence 
in the Philippines is received 
with both warmth and hostility 





By Rodney Tasker in Manila 
A few years ago, a United States am- 
bassador who had only recently ar- 
rived to take up his post in Manila 
commented to this correspondent: 
“During my career as an American 
diplomat, I have become used to being 
either loved or hated. Here I am both 
loved and hated, and it is strange." He 
added: “The Filipinos are a mysterious 
Asian people." 

Those succinct comments go some 
way towards explaining the US' long 
relationship with the Philippines; first 
as a colonial power, then fighting side- 
by-side against the Japanese invaders, 
and now as a sometimes kindly, some- 
times scolding, rich and powerful 
uncle. For many Filipinos, particularly 
the less educated, the term foreigner is 
synonymous with American. In fact 
the nickname for any Caucasian 
foreigner here is "cano," short for 
Americano. 

The average Filipino has a deep 
fondness for Americans — the Philip- 
pines is one of the few countries where 
foreigners find themselves genuinely 
liked for what they are, not for what 
they have to offer. The Filipinos have 
absorbed a large dose of American cul- 
ture over the decades — more notice- 
able here than in some other pro- Ame- 
rican countries because of the national 
characteristic of trying to imitate that 
which impresses. 

This friendly relationship, which has 
earned Filipinos an unwanted image 
among some neighbouring countries as 
being un-Asian, is fine as long as the 
country is happy. But the Philippines 
today is not a happy country. It is pass- 
ing through one of its worst economic 
crises and is still in a state of trauma 
following the assassination of former 
senator Benigno Aquino — a state 
which has brought widespread dis- 
content with the leadership of Presi- 
dent Ferdinand Marcos to the sur- 
face. 

The US has been deeply disturbed by 
the situation and has shown it. Since 
Aquino's death, Washington has is- 
sued a number of statements on how it 
would like to see political events take 
their course. Although these have been 
diplomatically worded, in any other 
country but the Philippines they would 
be viewed as bordering dangerously on 
direct interference in the affairs of a 
sovereign state. The US Congress has 
been less diplomatic in its expressions 
of concern and is now trying to change 
the nature of Washington's substan- 
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Reaction from Filipinos has been 
mixed. The Marcos government may be 


_ grateful for Washington's efforts to ac- 
— celerate economic-aid disbursements 


and, either directly or indirectly, to 
help provide Filipino businessmen 
with the liquidity they now desper- 
ately need. But it resents the Ameri- 
cans breathing down its neck politi- 
cally, perhaps because it realises it has 
so much to do to put this particular 
house in order. 

Other Filipinos, particularly stu- 
dents and some elements in the opposi- 
tion parties, resent what they see as US 
interference for different reasons. 
They look on the Americans as Marcos' 
main ally in prolonging his rule. With- 
out US backing, they feel, Marcos 
would not last long. Such feelings are 
translated into the occasional de- 
monstration outside the US Embassy 
in Manila and statements calling for 
the closure of the Americans' two mas- 


— Sive military bases in the Philippines: 
— Clark Airbase and Subic Naval Base. 


The fact that itis commonly believed 


. that no Philippine president could last 


- long without American backing is in 


p 


itself a recognition of the considerable 


influence which the US is able to exert 


- inall spheres of the country's progress. 


_ Some, like Manila’s Archbishop Car- 


dinal Jaime Sin, head of the powerful 


MACAU 





aid programme to&he Philippines. | Roman Catholic Ch irch in the 
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pines, regard this influence as repre- 
senting the checks and balances on the 
leadership which the political system 
under Marcos does not provide. 

In a recent interview, Sin made it 
clear that he believed the US, as the 
country's main creditor and friend in 
its hour of need, was applying effective 
pressure on Marcos to ensure that the 
coming National Assembly elections in 
May will be fair and honest. "The 
democratic system here was intro- 
duced by Uncle Sam,” said the cardi- 
nal. "There must be conditions [at- 
tached to the Americans’ economic 
aid]. I think the president is conced- 


, 


ing. 


in said US President Ronald 
Reagan often contacts him, pre- 
sumably with a view to keeping 
Washington's finger on the Filipino 
pulse. And it must be reassuring for the 
Reagan administration to know that 
the cardinal wants the US military 
bases to remain in the Philippines. “I 
believe the US bases should remain — 
that is the only way democracy will re- 
main in Asia," he said. “The com- 
munists don't understand democracy. 
They will only be stopped if you are 
strong." 
Sin's remarks about American pres- 
sure on the Marcos regime would be 


An admiral goes to war 


Trying to widen democracy and bring in more Chinese 
voters, the governor pushes through election reforms 


By Teresa Ma 


n the surface, a constitutional row 
between Governor Vasco Almeida 


— e Costa and the Macau Legislative As- 


sembly — brought to an abrupt end on 
28 February when the Portuguese pre- 


 sident dissolved the assembly — was 
- over the assembly's powers to amend 


the governor's degrees without his 


— final approval. 


But behind the legalistic squabble, 
according to the governor, the real 


- issue was his plan’ to extend voting 


rights to more of the population in an 
ironic mirror image of what is happen- 
ing in neighbouring Hongkong. In 
Hongkong, with the prospect of China 


= reclaiming sovereignty in 1997, the 
- British administration is being nudged 


very slowly by local pressure groups 


. into a gradual extension of democracy. 


In the much smaller Portuguese ter- 
ritory, almost as dependent on Hong- 
kong as it is on China for its continued 
existence and prosperity, it is the Por- 
tuguese governor who is encountering 
opposition from local interests to his 
plans for democratisation. 

There are two basic differences be- 


tween the two foreign-administered 
corners of China: Macau is under no 
clear ultimatum over Chinese 
sovereignty within a stated time- 
frame, and it has for long been domi- 
nated on the surface by a small group 
of locally born Portuguese and Eura- 
sians known as Macanese. Portuguese- 
speaking, but intensely loyal to Macau 
rather than Portugal, they are a group 
which has no counterpart in Hong- 
kong. 

For nearly 20 years the pro-Peking 
Chinese faction has held the real power 
in Macau, but has preferred not to get 
involved in the affairs of the assembly, 
which is little more than a debating so- 
ciety. So the Macanese, representing 
only about 2% of the territory's 
450,000 people, have been left alone by 
both Lisbon and China to control the 
visible part of Macau politics. But with 
the 1974 April revolution in Portugal, 
which swept aside the rightwing re- 
gime, the old order started to change. 
The immediaté impulse of the leftwing 
revolutionary leaders was to return 
Macau to China in the same way that 
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sos ts Vay RE De Fs dur CUR T ue 
d by Washington. One source 
close to US Embassy thinking said: 
"The way the two governments deal 
with each other is such that it would be 
counter-productive to exert direct 
pressure. All you have to do is make 
your feelings known, and if the Philip- 
pine Government thinks it is in their 
interest, they will take their cue." 

At the moment, this indirect pres- 
sure from Washington is aimed at an 
honest election in May, unlike the 
dubious exercise held in April 1978, 
the first election for the National As- 
sembly in which all opposition figures 
of note — including Aquino — were 
conveniently out-voted. A resolution 
passed in the US House of Representa- 
tives by 413 votes to three on 25 Oc- 
tober 1983 said it should be the policy 
of the US Government to support 
"genuine, free and fair elections to the 
[Philippine] National Assembly in May 
1984." It also called for full freedom of 
the press in Manila. 

The resolution concluded: “The US 
Government should take into account, 
among other factors, the conduct of the 
government of the Philippines' investi- 
gation into the Aquino assassination 
and the fairness of the 1984 National 
Assembly elections in the conduct of 
its relations with the Government of 
the Philippines. " 

That last clause certainly laid con- 








they were hurriedly shedding their 
other colonies in Africa and Asia. But 
China politely informed Lisbon that 
the time was not ripe. No reason was 
given publicly but it is assumed that 
one of the considerations was the fear 
of affecting confidence in Hongkong. 
Even now, despite China's straight- 
forward demand for the return of 
Hongkong, it has not defined its inten- 
tions towards Macau, though officials 
have made mention of a *comprehen- 
sive plan" forthe two territories. What 
the Chinese have said more clearly, 
however, is that there is a need to 
eliminate in two or three decades the 
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gress' views about Washington's rela- 


tions with Manila on the line. The reac- 
tion in Manila’s government-control- 
led newspapers was a flurry of edito- 
rials criticising what was seen as Ame- 
rican pressure, as well as Western- 
press bias against the Marcos regime. 
While the Reagan administration evi- 
dently shares congress’ hopes for an 
honest election and a satisfactory in- 
vestigation of the Aquino killing, as 


pronounced by US State Department 


officials, it wants to veer away from 
any suspicion that it is pressuring Mar- 
cos one way or the other, or that it is at- 
taching strings to its aid to Manila. 

Caught in the middle between 
Washington and Manila is US Ambas- 
sador to the Philippines Michael Ar- 
macost. Since Aquino's assassination, 
observers say, Armacost has become 
more sceptical and critical of the Mar- 
cos regime. He is well aware of the 
anger against Marcos which has built 
"p in some US congressional circles as 

'ell as the concern among officials of 
is administration and the indignation 
among Marcos' officials which this has 
provoked. 

In a speech to the Makati Rotary 
Club last November, Armacost tried to 
explain why there was so much con- 
cern in his country about the Philip- 
pines. “As allies and friends, our two 


nations participate in a complex of of- 


"colonial mentality" that still exists in 
Macau — a clear reference to the at- 
titudes of the Macanese and particu- 
larly their representatives in the 17- 
seat assembly. 

Almeida e Costa shares the Chinese 
viewpoint. On his arrival in Lisbon on 
4 March he declared that while he was 
governor, Portugal would never con- 
tribute towards a colonial mentality in 
Macau, and described as "irresponsi- 
"le" the attitude of some groups who 
ailed to face the fact that Macau was 
not a colony or overseas territory as it 
had been in the past. In fact, itis recog- 
nised by both Peking and Lisbon that 
Macau is Chinese territory *under Por- 
tuguese administration.” 


he former rear-admiral was speak- 
ing after his tactical victory over the 
assembly in which he successfully in- 
troduced electoral reforms one day be- 
fore the dissolution order from Lisbon. 
It was these reforms, he told the 
REVIEW, which had been the cause of 
the confrontation with the members. 
The new law provides equal voting 
rights for Chinese, Portuguese, 
Macanese and foreign residents, re- 
gardless of their length of residence. 


Previously, Chinese residents were: 


eligible only after living for five years 
in Macau, which effectively eliminated 
a sizable community of recent legal 
and illegal Chinese immigrants. As an 
incentive to try to get more of the 
Chinese population to vote, all those 
who register will be exempted from 
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ficial relationships which require con- 
stant nurture and support," he said. 
He pointed out that the book value of 
American investments in the Philip- 
pines was about US$2 billion, with 348 
US-Philippine joint ventures, 83 of 
which were wholly owned by Ameri- 
cans. There were also about one mil- 


payments involved in getting identifi- 
cation and travel documents. The new 
law also reduces from 300 to 100 the 
number of signatures necessary to 
qualify a person to run as a candidate. 

In the eight-year-old assembly, 
there were 12 elected candidates 
among the members — six elected di- 


rectly by individual voters and six in- 


directly by associations. Because 
Chinese residents have never been ac- 
tive voters, all six directly elected can- 
didates were Macanese, giving them 
nine out of 12 elected seats. 

In the next elections, to be held 
within six months, associations repre- 


‘senting economic interests will be al- 


lowed to elect five candidates rather 
than three out of six seats reserved for 
indirectly elected candidates. Tradi- 
deputies elected by 
economic organisations have been 
Chinese so the new measure will en- 


sure that Chinese interests get greater 


representation on the assembly. 
The Macanese deputies have voiced 
bitter objections to the governor’s 


.plans and the dissolution, claiming the 


governor may decree all kinds of laws 
without check while Macau is without 
an assembly. “He is effectively a direc- 


‘tor,” said Jorge Neto Valente, a di- 


rectly elected Macanese deputy, who 
added that the governor was merely 
trying to get popular support to silence 
dissent in the assembly. 

"I have never heard a Chinese com- 
plain that he wanted to register and 
could not," said Valente, who is op- 






lion Filipino-Americans living in the 


US, which helped to explain the coun- 
try's deep interest in Filipino affairs. 
. “It is not for us to prescribe political 
reforms for the Philippines," Armacost 
added, "but we do have an interest in 
the fundamental stability of political 
and economic life in this country." He 
went on: “We have had a long associa- 
tion with the Philippines. We have a 
large stake in the future of this coun- 
try. Our preference for free elections 
and due process of law is no secret. The 
expression by congress of such senti- 
ments is, therefore, scarcely surpris- 
ing. 

a Armacost’s predecessor com- 
mented, it is difficult for the Ameri- 
cans to be loved and hated at the same 


‘time. But they are almost certainly 


more loved than hated in a land where 
having an American guest at a Filipino 
party is often considered by the host 
more prestigious than welcoming a 


| senior government official. 











Washington knows full well the ex- 
tent of its influence over Philippine af- 
fairs, but it wants to make this appear 
as unobtrusive as possible. The way 
Marcos conducts his coming National 


Assembly elections is bound to be 


judged by observers to a certain extent 
as a reflection of his responsiveness to 
American wishes, whatever he says 
‘publicly for local consumption. [R | 





posed to the new electoral scheme. 
"They don't want to take responsibil- 
ity for the administration. If the 
Chinese want, they could have all 17 
seats. It's that simple." 

Criticism has also come from the 
Chinese community. Ma Man-kee, à 
Chinese deputy and chairman of the 
powerful, pro-Peking Chinese General 
Chamber of Commerce, commented: 
"Some elements may use the opportu- 
nity of free elections to disrupt 
‘Macau's stability. But let's keep calm. 
Let's forget what has happened. Every 
faction — the Portuguese, the local- 
born and the Chinese — must cooper- 
ate," he cautioned. 

The Chinese Government is not in 
favour of political parties which might 
threaten or at least question Chinese 
sovereignty over the territory. “For the 
sake of the stability and prosperity of 
the territory, we think that Chinese re- 
sidents ...should not meddle in the po- 
litical disputes of the Portguese ... We 
hope that the authorities will use the 
money of the taxpayers to serve the in- 
terest of the taxpayers and not to serve 
their own political faction,” said an ar- 
ticle in the Ou Mun daily newspaper, 
which often expresses the official view 
‘of the Chinese Government. 

Following the Peking line, Chinese 


deputies have been playing the 
mediators in what they termed “Por- 
‘tuguese politics,” implying that 


Chinese interests were not involved in 
the dispute between the governor and 
the assembly. 
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Under two flags 


A minor incident in Irian Jaya spreads rumours of violence and 
starts a refugee move across the Papua New Guinea border 


By Susumu Awanohara and Denis Reinhardt 


hen refugees, mostly women and 

children, started straggling across 
the border from Indonesia’s Irian Jaya 
province to Papua New Guinea in mid- 
February, reports soon spread of trou- 
ble in Jayapura, the Irian Jaya capital, 
which is less than 50 kms from the bor- 
der. The reports spoke of some sort of 
uprising by rebels and action by the In- 
donesian army. But it now seems clear 
that the scale of the trouble was exag- 
gerated. As diplomats in Jakarta put it, 
over reaction to such incidents by Port 
Moresby and what might be called 
underreaction by Indonesia are par for 
for the course. 

The trouble began early in February 
when 20-25 regular Indonesian sol- 
diers, all Melanesians, deserted from 
their ethnically mixed battalion and 
took to the jungle, taking their 
weapons and ammunition with them. 
Then, on or around 13 February, 
another Indonesian soldier, also a 
Melanesian, tried to raise the rebel 
Free Papua Movement (OPM) flag over 
the provincial assembly building on 
the foreshore in Jayapura. Diplomats 
were told variously that there had been 
a scuffle or a shooting incident and 
that the fate of the rebel was unclear. 

Finally, rumours of impending dis- 
turbances spread in Jayapura, as a re- 
sult of which about 100 people, mainly 
women and children, crossed the bor- 
der into Papua New Guinea. One ver- 
sion is that the OPM deliberately 
spread rumours of a major military 
campaign, without saying which side 
would launch it. Another version says 
that the rumours were of heightened 
OPM activity. 

Some reports say that the troops 
were implicated in the flag-raising 
plot which was part of a planned OPM 
show of defiance. Other reports say 
that a number of students who planned 
to sabotage Sentani airport, south of 
Jayapura, also fled. What is certain is 
that Air Niugini, Papua New Guinea's 
flag-carrier, unable to contact Jaya- 
pura authorities on 17 February, cancel- 
led its scheduled flight that day. Initial 
press reports in Port Moresby said that 
a battalion of about 700 men had de- 
fected. The figure shrank progressively 
to 600, then to 200 and then to 100. But 
one diplomat in Jakarta said he was 
quite confident of his own figure of 
only 20. 

Faced with reports and intelligence 
assessments that the OPM planned 
further action, Papua New Guinea 
Foreign Minister Rabbie Namaliu asked 
his embassy in Jakarta to confirm de- 


tails. These were given sketchily, and a 
request for clarification was made to 
Indonesian Ambassador Imam 
Soepomo in Port Moresby. Namaliu 
also tried to telephone his Indonesian 
counterpart, . Mochtar Kusumaat- 
madja, who was unavailable. 

Namaliu then went public on 20 
February, expressing disappointment 
that Indonesia did not appear to be 
abiding by the spirit of the border 
agreement between the two countries 
under which they were obliged to keep 
each other informed on security mat- 
ters. Eventually, Prime Minister 





Michael Somare and Namaliu de- 
manded a full explanation, to which 
Indonesia responded three days later. 


diplomatic showdown over Irian 

Jaya has never been the style of So- 
mare or the former administration of 
Sir Julius Chan, in office from 1980 to 
1982. In September 1983, then defence 
minister Epel Tito was demoted after 
telling Radio Australia he expected an 
invasion of Papua New Guinea within 
10 or 20 years. Previous scraps over In- 
donesian troop incursions and a dis- 
puted frontier road have since been 
smoothed over. 

Three million Papua New Guineans 
— despite their natural affinity with 
the 1 million Melanesians of Irian Jaya 
— have a lot to gain from peaceful 
coexistence with 150 million Indone- 
sians, as Somare observed during his 


— 
y. yvy 





official visit to Jakarta last December, 
aimed at improving bilateral relations. 
On the other side, Indonesia no longer 
considers Irian Jaya to be a major sec- 
urity problem and attends to other 
priorities closer to Jakarta. The recent 
incidents in the country's eastern-most 
province have not been reported in the 
Indonesian press. 

The feeling among observers is that 
assimilation of the Irianese will con- 
tinue to be a problem, but though inci- 
dents will erupt from time to time, the 
trend is towards successful assimila- 
tion and good relations between In- 
donesia and Papua New Guinea. Both 
President Suharto and Somare are 
committed to good relations and will 
"manage down" whatever problems 
arise, one diplomat says. But some dip- 
lomats note that Indonesian soldiers 
are "pretty rough" towards the locals 
in Irian Jaya, particularly in restrain- 
ing their movements. 

Before Somare's December vis 
there were repeated allegations th 
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the Indonesian army — in hot pursuit 
of the OPM — had made incursions 
into Papua New Guinea, and unease 
was expressed in Port Moresby about 
the large number of transmigrants, 
mostly Javanese, moving into the 
sparsely populated lrian Jaya pro- 
vince. The border incursions have ap- 
parently stopped and the controversial 
road which crossed into Papua New 
Guinea is being rerouted. Suharto has 
assured Somare that the migration 
into Irian Jaya is part of the overall na- 
tional transmigration programme and 
that Indonesia has no territorial ambi- 
tions. 

While stressing that his is a demo- 
cratic country which guarantees free- 
dom of thought and expression (even if 
anti-Indonesian), Somare has pledged 
not to provide assistance or oppor- 
tunities to the OPM. 
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By K. Das in Kuala Lumpur 

; ene visits to China by Malay- 
_ “sian Chinese — encouraged by Pe- 
_ king's issue of special travel docu- 
-. ments to “returned Overseas Chinese" 
_ — surfaced as a major irritant in Sino- 
_ Malaysian relations during the recent 
. visit to Kuala Lumpur by Chinese 
_ Foreign Minister Wu Xueqian. Much 
. to his chagrin, Wu, whose goodwill 
. visit was intended to improve China's 
_ Standing in the region, was put on 
. notice that Kuala Lumpur would not 
. encourage Malaysians to visit China as 
. long as Peking continues to provide 
. moral support to the outlawed Com- 
 munist Party of Malaya. 
¿Wu invited Malaysian Prime Minis- 
- ter Datuk Seri Mahathir Mohamad to 
_ Peking on 31 May to celebrate the 10th 
| anniversary of diplomatic relations 
between the two countries. However, 
apparently wanting to signal that all is 
mot well in Sino-Malaysian relations, 
Mahathir side-stepped the anniver- 
Sary invitation and agreed only to visit 
. China some time this year. Peking's en- 
- couragement of Malaysian Chinese 
. visiting China clandestinely is the 
. latest example of how China is failing 
. —in Malaysia's eyes — to adhere to the 
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| Visas 

&l Peking stops special 


visas after Wu returns 
from Kuala Lumpur 


É p By Teresa Ma in Hongkong 


i special visas to Overseas Chinese 
| whose passports specifically forbid 
| travel to China. The order came 





| ter Wu Xueqian returned from Kuala 
. Lumpur. 
"Now we cannot issue any visas 
unless the Malaysian Chinese has ob- 
tained special permission from the 
Malaysian Government," said an of- 
ficer of the Overseas Chinese section 
| of the main branch of the China 
| Travel Service (CTS) in Macau. The 
/ 





| CTS is the Peking-run travel agency 

| for ethnic Chinese living in Hong- 

| kong, Macau or overseas. 

| Wu, in Kuala Lumpur, categori- 
| cally denied issuing Malaysia 
Chinese “guiguo,” or the special 

. travel document for “Chinese com- 
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king's encouragement of clandestine 


sits by Overseas Chinese as an act of bad faith 


NT A: the end of February, Peking 
| ordered a halt to the issuing of 


| shortly after Chinese Foreign Minis- 
{ 
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. patriots in Hongkong and Macau in. 
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1974 joint communique which nor- 
malised relations. 

Malaysian passports are not valid 
for travel to China; and according to 
the 1974 communique, signed by the 
late prime minister Tun Abdul Razak, 
travel by Malaysian citizens to China 
must be authorised by Kuala Lumpur 
and is restricted to officials and special 
cases based on humanitarian consider- 
ation. Malaysia's official guidelines, 
however, give consideration to people 
over 65, those seeking medical treat- 
ment not available outside China and 
those with close family ties in China. 

But, according to foreign office 
sources here, China has been issuing 
what are known as travel permits for 
returned Overseas Chinese to Malay- 


Mahathir and Wu: an invitation side-stepped. 


lieu of a passport." But it is well 
known that the CTS would issue a 
special visa on a separate piece of 
paper to Overseas Chinese from 
Malaysia, Indonesia and Singapore 
who did not have permission from 
their governments to travel to China 
and, therefore, did not want Chinese 
immigration stamps in their pass- 
ports. The CTS-issued paper served 
as a visa document and was recognis- 
ed at all Chinese entry points, where 
Chinese immigration officers stamp- 
ed the paper rather than the pass- 
ports. 

Clandestine travel to China from 
Macau is less likely to be detected 
than from Hongkong. This is because 
Hongkong immigration officers use 
colour-coded exit stamps which dis- 
tinguish departures by air and land. 
Those leaving the territory overland 
can only travel north to China. 
Macau, however, is recognised by 
both Portugal and China as Chinese 
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Service (CTS) in Hongkong 
Macau. Chinese immigration officials 
accept these papers as valid travel 
documents and do not stamp Malay- 
sian passports with the entry or exit 
stamps which would alert Kuala Lum- 
pur to the illegal travel. 

By issuing such special travel per- 
mits to Malaysian Chinese, Peking is 
encouraging dual nationality, di- 
minishing the sense of Malaysian 
nationalism and “sabotaging Ma- 
laysia’s efforts towards national in- 
tegration,” Deputy Prime Minister and 
Home Minister Datuk Musa Hitam 
told the press while Wu was still in 
Kuala Lumpur. Malaysian officials 
claim that such a practice contradicts 
the spirit of the 1974 joint com- 
munique. 

The following day Wu told the press 
that “Malaysian Chinese are not Over- 
seas Chinese” and are therefore not 
treated as such. However he did imph 
that there may have been slip-ups by 








territory, and so Macau immigration 
officers exercise no control over — 
nor do they keep any record of — 
people travelling to China on docu- 
ments issued by Chinese authorities. 
Malaysian Chinese thus prefer to 
enter China through Macau. 

It is generally assumed that large 
numbers of Malaysian Chinese visit- 
ing Macau enter China; Hongkong 
departure statistics give some indica- 
tion of the trends. In 1983, 41,367 
Malaysians went to Macau from 
Hongkong — an increase of a third 
over the previous year and more than 
three times the number of those who 
left Hongkong directly for China. The 
number of Malaysians who went to 
China via Hongkong also grew sig- 
nificantly in 1983, reaching 11,290 — 
a two-thirds increase over the previ- 
ous year. According to Malaysian of- 
ficial figures only about 3,000 Malay- 
sian citizens were granted approval 
to travel to China in 1983. 
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rot ammen, however, or 
s òrts that China would in fu- 
ii amp all Malaysian passports asa 
matter of course. But, one Malaysian 
Foreign Ministry source commented: 
— "To say that would be to admit that 
they were not stamped in the past." 
Underlying Kuala. Lumpur's sen- 
sitivity is thesuspicion that Peking has 
: pe an claims on Malay- 


pel the Malaysian 
: ee their citizenship 


solutions 
to problems 


You wish to take 
selling your proc revit 


crash. 
on i14 September 1983. Pekingsent the 
names of 16 Malaysian passport hold- 
ers on the downed aircraft. to Kuala 
Lumpur, where two were discovered 
not to have been authorised to travel to 
China. During the Wu visit, Musa told 
the press that Malaysian Chinese who 


Gu angdong province, 


someuhee "Howe ever, 
| zens still have to 


| tended visit to China t ur 
| clearance. 


ship at risk. And just after Wu left for | 


home, the government impounded and 


withdrew the passports of 54 Malay- | 
sians who had made unauthorised vi- | 


| sitsto China. 


» V.G. Kulkarni writes from Singapore: 
Until the late 1970s it was extremely 


| difficult for Singaporeans — espe- 


cially those under 45 — to visit China. 


| Although even today all Singaporean 


passports routinely carry the endorse- 
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Roger Pulvers in Tokyo 


ie image of themselves. that the 
japanese market abroad — sup- 
ted with all the. financial and 
tual subsidy that government and 
business can muster — is one of a 
ed culture of. elegant, ritualistic 
re and ceremonious teas, taste- 
arranged foods, and. design which 
he utmost in simplicity. ce 

n literature, too, the foreign world 
- purchased an image of super- 
ticism, arch-seriousness and 
stic detail. The last thing a 
ner would associate with the Ja- 
is a sense of humour. But there 
gorous tradition in Japan of sa- 
1 parody, of debunking or- 
and presenting a lifestyle 
.is richly seamy, ribald and 
— yet Japanese through and 





leading contemporary exponent 
. Style is, without doubt, Hisashi 
ue, Japan's most popular play- 
ght and novelist. But he remains 
ely untranslated. Why? An edito- 
"director of a major publishing 
se which puts out translations of 
lern Japanese literature bluntly 
"Inoueis not the kind of Japanese 
we want to introduce to 
erica." A leading theatrical scholar 
ed: "I can't see how one person 
“be interested in somebody like 
dberg and Inoue at the same 
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joking on the funny side - 
the serious Japanese 


Inoue himself sees no contradiction 
in a drama or literature which is funny 
and yet bears a message. "A play de- 
void of humour is not a play, and the 
same may be said of novels," he said. 
“All stories are very simple, really," he 
added. "They are about conflict be- 
tween the oppressors and the oppress- 
ed. I would be satisfied in my literature 
if I could show how the oppressed cope 
cleverly with their masters. 

Inoue was born in 1934 in Komatsu 
(now called. Naka-komatsu), Yama- 
gata, a northern prefecture on Honshu, 
and is now in the process of founding a 
theatre, the Komatsu-za, in his old 
hometown. Asa child he spoke the To- 
hoku dialect of the area, which is 
looked down upon even to this day as 
being countrified and doitish. So his 
provincial background gave Inoue a 
keen outsider's eye on the cruel and 
arbitrary vagaries of the people in 
Tokyo, the central metropolis. 

Inhisthird year of junior high school 
Inoue was placed in a Roman Catholic 
orphanage school in Sendai. He learn- 
ed the Catholic catechism, attended 
Mass every morning and eventually 
was baptised. But Inoue is hardly a 
Christian writer or a believer. “What I 
believe in," he wrote in 1971, "is the 
foreign priests who came to this dis- 
tant Asian country, fertilised the arid 
soil with human excrement, getting it 
on their hands and under their nails, 


rare books, 
have 


of 


manuscripts are reportedly missing. 


the number at 178. There are doubts as 
to how many of the institution's re- 
maining 200,000 books and 42,000 


| manuscripts are in good enough condi- 
tion to handle. 


Although the government has prom- 
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"through inadequate maintenance and | 4 
“many ancient Arabic and Persian | so 


The society's collection of gold coins is. 
said to have steadily dwindled since- 
1969 when the last inventory placed | 





d ecc seven-year 
on-and-off xposure to undergraduate _ 


life at Tokyo’s Sophia University and _ | 


his even more instructive exposure to 
life itself, as a stage hand at a strip- 
tease theatre called the France-za (the 
France. Theatre), prompted him in thé 
early 1970s to write his best-selling 
novel, The Fortunes of Father Mockin- 
pott. E : 
Mockinpott is a French teacher at 
"S. University" in Tokyo. He holds — 
himself responsible for the moral 
standards of his students. So, when his. 
star ward Komatsu (note the name). 
tells him that he is being hired by the 
France-za, the proud Gallic priest is 
naturally overjoyed. Little does he. 
know that some day he himself will end 
up in a play, on stage, embracing one of 
Tokyo's most luscious strippers. 





| the book, Inoue created, with 
genuine sympathy and warm belly- 


| laughs in perfect harmony, what may 


be the first living, breathing, fully 
realised non-J apanese character in Ja- 
panese literature. Yet when, in 1976, 
The Fortunes of Father Mockinpott 
was serialised in English in the — 
Mainichi Daily News, an unpre- 
cedented number of vituperative let- 
ters from foreigners living in Japan 
landed on the editor's desk: “Drivel!” 
and, "Crude, puerile and blasphemous 
outpourings!" were among the many 


| comments. 


What triggered this. gaijin backlash? 
Could it have. been the scene in the 





grant for a new nine-storey building t 
house the society, many feel that this 
not enough to revive the spirit of 1 
search and intellectual explorati 
do aga rors in th 































-= the ‘great orientalis Sir 
William Jones. In his inaugural ad- 
dress to the Asiatick Society (the “K” — 
was dropped in 1825) on 15 dud » 
1784, Jones declared to tt 








of its investiga- 


tions will be th e niece limits of 











novel ; dn which. Komatsu and his | 












cronies install a pachinko machine in! 
an American monastery and turn all 
the brothers into pinball addicts, giv- 
ing out holy pictures as prizes? Or was 
it the episode of Mockinpott taking a 
group of visiting priests to see his stu- 
dent’s theatre, only to be met head-on 
with a pair of panties tossed casually 
from the stage onto his long nose? (One 
French resident was moved to write: 
“By the way, I am rather pleased with 
my unappealing long nose! ") 

In Japan, satire and parody are an 
age-old tradition. Parody serves an 
important function as a link between 
eras, a vehicle for reassessing Japanese 
ways in progressively more modern 
contexts, and of deriding the past 
while paying sly tribute to it at the 
same time. The word “parody” itself, 
like many English cognates in Japan- 

se, differs slightly from the original 

ieaning. Parodii in Japanese signifies 
emulation out of respect as much as the 
mockery of orthodoxy. 

Western satire also comes from an 
old tradition of derision and attack. 
But this brand of satire, pointed and 
barbed, is virtually absent in Japan 
where frontal onslaught on anything 
or anybody, no matter how cruel or 
hypocritical he or she may be, is con- 
sidered gross, and unfair. Social criti- 
cism is masked in Japanese literature; 
lightened by metaphorical abstrac- 
tions and witty, punned wordplay. It is 
in this context that Inoue must be 
viewed. 

He would naturally deny outright 
that he is a political writer. In Japan 
seijiteki (political) means “having to 
do with professional politics” or “poli- 
tical” in the sense of ideologically com- 
mitted and engaged in a movement. 


The society reflected its founder's 
breadth of vision and knowledge. Born 
in 1746, William Jones was the son of a 
noted mathematician who was a friend 
of the great Sir Isaac Newton. At Har- 
row, Jones soon earned the sobriquet 
of “the Great Scholar” and at Oxford 
he learned Hebrew, Chinese, Persian 
and Arabic, besides German, Por- 
tuguese and Spanish. In 1770 he trans- 
lated Mirza Mahdi's Life of Nadir 
Shah and in the following year he pub- 
lished his “grammer book of the Per- 
sian language.” 

European academic interest in Asia 
was a relatively new phenomenon, a 
departure from the post-Renaissance 
tradition which saw Graeco-Roman 
culture as the centre of civilisation. 
Jones was one of the first Europeans to 
realise that Asia offered treasures of 
the spirit as well as the pocket, En 
route to Calcutta as a judge of the Sup- 
reme Court, he is said to have con- 
ceived the idea of a society for Asian 
studies in an “almost mystical mo- 
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Inoue is universally popular because 
he avoids this. 

Inoue began his writing career in 
radio but moved to TV in the 1960s. He 
soon became well-known for his au- 
thorship of parts of the popular puppet 
series Hyokkori Hyotanjima. He made 
his stage debut in 1969 with The Belly 
Button of the Japanese, a play about a 
group of stutterers (he himself once 
stuttered badly) who recreate reality 
through role-playing to cure their 
malady. 

It was humorous and theatrically 
inventive, and placed him outside the 
two set categories of playwright: the 
Western-style shingeki category in 


which the writer sees drama as cultur- 


ally didactic, serious and necessarily 
highbrow; and the avant-garde, in 


ment” on the Indian ocean. In 
Calcutta, despite the pressure 
of official duties, he found 
translate ancient 
Sanskrit texts and compose 
poetic hymns celebrating the 
cosmic allegories of Hin- 
duism. 

Jones’ views brought him 
into conflict with the conven- 
tional opinion of the day, 
which was that Asian, and 
particularly Indian, culture 
had made no significant con- 
tribution to world progress. 
Thomas Babington Macaulay, 
in his famous minute making 
English the chief language of 
learning in India, scornfully 
dismissed a civilisation witha 
history “abounding with kings 30 ft 
high, and reigns 30,000 years long — 


‘and geography made up of seas of trea- 


cle and seas of butter.” 
Perhaps it was the criticism of his 
fellow countrymen that made Jones la- 





Bust of Jones: 
a remarkable man. 





which the writer is at the centre of a 
group and the message is in the rough- 
house antics, bizarre stage gestures 
and the alternative lifestyle of the: 
team. 

Now Inoue's success seems to be 
peaking in many places at once. His 
play Moto no Mokuami broke all re- 
cords. at the 1,400-seat Shinbashi Em- 
bujo in Tokyo last September. It ran 
for 46 performances at more than 90% 
capacity, drawing in not pre-sold 
groups but individual theatre-goers of 


every age and description. Last 
November his play Rain — written in 
that despised Tohoku dialect — saw a 


revival. And his historical novelette 
about the early Portuguese missionary 
Luis Frois was broadcast the same 
month. 

Why, then, is Inoue neglected out- 
side Japan? Is it the fault of Western 
translators, most of whom are Ameri- 
can academics, who have tended to 
choose the more obsessively peculiar 
authors as being somehow more purely 
“Japanese”? Or is it Japan itself, which 
likes to enjoy its seamy, bawdy side for 
itself and hide it from the West to 
whom it is ever trying to prove itself 
proper and civil? 

Japanese literary the 


studies in 


| United States, Britain and, indeed, in 


all European countries, are primarily 
conservative in orientation. They are 
heavily weighted on the side of the 
classics, both ancient and modern. 
Coupled with this is a literary estab- 
lishment here which assiduously per- 
petrates a notion that Japanese litera- 
ture is unique. So writers of universal 
appeal such as Inoue are appreciated 
at home but thought somehow not suit- 
able for overseas consumption. Dp 





ment in 1789 that "our expir- 
ing Society ...is a puny, rick- 
ety child .. . die it must for I 
cannot support it alone." But 
after Jones' death in 1794, his 
brainchild continued to be 
nurtured by people such às 
Alexander Cosma de Koros 
(1784-1836), the Hungarian 
Himalayan explorer, scholar 
and librarian of the society for 
some years. 

Initially accommodated in 
the Supreme Court building, 
the society moved to its pre- 
sent site in 1808. Both its col- 
lection and its range of ac- 
tivities grew dramatically. 
The society's treasure trove of 
antiquities and works of art 
included an Ashokan edict dating from 
the 2nd century BC, a palm-leaf Tan- 
tric text of the 7th century AD, à 
Kanishka inscription of the 8th cen- 
tury AD, a rare history of Shah Jehan, 
bearing the emperor's signature on the 


51 


















. Projects initiated by the soci 
_ flourished, creating new groves of 
. academe. The institution's journal in- 
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.. dicates that nearly every branch of sci- 


. entific activity, from comparative 
. philology to meteorology, in the coun- 
_ try had its origin in the society. It also 
_ helped found the Trigonometrical Sur- 
. vey (1818), the Geological Survey 
= (1851), the Archaeological Survey of 
. India (1861), the Indian Meteorological 













































_ Survey (1911), and the Botanical Sur- 


. vey (1912). The society inspired similar 


including the Society for Asian Affairs 
. in London. 
— The society continued its work after 


brought increasing financial con- 
_ straints and a general erosion of stand- 
. ards within the institution. Laying 
'the foundation stone of the new build- 
ing in 1959, Humayun Kabir, a noted 
academician and then education 
minister, admitted: *In recent years 
lack of accommodation and other 
facilities has at times retarded the so- 
- ciety's rate of progress, physical condi- 
. tions have at times threatened its 
priceless collection . . . and still more 
. Serious, intrusions of non-scholarly in- 
_ terests have at times diverted the at- 
_ tention of its members from the values 
— which made it in the past one of the 
. greatest instruments for the advance- 
.. ment of knowledge in the world." 


ff^ onditions were to worsen. Although 
"wa nine-storey building to house 
. the society was mooted as far back as 
1961, the plan has yet to materialise. 
- Mismanagement and staff indiscipline 
became rampant and in 1977 the 
superintendent of the society was as- 
. saulted by employees. Staff problems 
combined with shortage of funds 
brought the society to the verge of clo- 
sure in 1978-79 and though it seems to 
have pulled back from the brink, the 
institution is still in a sorry state; its 
collection is in disarray, its books and 
manuscripts are largely inaccessible to 
researchers and a comprehensive in- 
ventory has not been carried out for 
more than 40 years. 

.. The decayed splendour of the Asiatic 
Society reflects the general neglect 
that historic monuments and tradi- 
tions suffer in many parts of the Third 
World. At a time when the urgent need 
to salvage and preserve the past is 
being increasingly felt, an institution 


such as the Asiatic Society is perhaps 
| Of even greater significance than in the 
days when it was founded. For, às has 
been pointed out, the society was 
. formed by Europeans to investigate an 
. alien culture. Today its importance lies 
. inthe means it can offer Asians to trace 
and establish the common roots of 
_ their own identities. 
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By John Clarke 


hat makes modern Chinese art 

Chinese? This is not a frivolous 
question. The search for a national 
aesthetic identity has been a painful 
and frustrating one for Chinese artists 
ever since the collapse of the old Celes- 
tial Empire. Does it make sense for a 
modern Chinese artist painting, say, 
hard-edged works in acrylic to call his 
art Chinese? And what is Chinese 
about socialist-realist posters in China 
today? Is it indeed possible to reconcile 
the traditional with modern, often 
Western forms of expression? 

This important issue, which has im- 
plications far beyond the world of art, 
was the subject of a symposium in 
Hongkong on 15-19 February. The 
speakers, including sev- 
eral such eminent scholars 
as art historian Michael 
Sullivan, flew in from 
many parts of the world. 
Most performed as well as 
their habitual style or 
depth of research would 
allow. Some merely re- 
vealed the obtuseness of 


their superficial pre- 
judice. 

Chinese studies have 
become academically 


legitimate only compara- 
tively recently, and those 
of Chinese painting only 
since World War II. To this 
must be added the intel- 
lectual insecurity of art 
history itself. It is small 
wonder, then, that the au- 
dience heard much secure 
iteration of substantiable 
painting lineages and lit- 
tle about the more risky 
subject of the conflict be- 
tween old and new. 

It seems odd that in this 
century of revolution in 
China, that there has been, 
until recently, this cling- 
ing to the old forms of art. Surely, the 
weight of tradition is not so heavy that 
it cannot be sloughed off, or at least put 
somewhere else in the storehouse of 
culture and the past re-ordered into 
something new? Europe has done this 
many times without losing concern for 
the past. Picasso and Cezanne are but 
two examples. 

Also, European artists have not been 
frightened of alien influences. Matisse, 
for example, borrowed freely from Is- 
lamic art. But the awful legacy of Qing 
dynasty chauvinism and the reaction 
against the imperialist barbarities 
visited on China after 1840 is still felt 
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strongly in the Chinese-speaking 
world. The essence of Han culture must 
remain at the centre of the world. Pe- 
king keeps foreign influences at bay by 
waging war on “spiritual pollution”; | 
in Taiwan the same xenophobia used 
to wear the mask of defending the 
tradition. 

After 1949 many great Chinese art- 
ists left Asia for Europe and North 
America. The price to pay for remain- 
ing would have been too great. Staying 
at “home” for a true artist meant the 
sacrifice or compromise of artistic in- 
tegrity to survive a hostility often di- 
rected at a person more than at his | 
her work. 

Why are the young and the uncon- 
ventional still scorned on 
the mainland? Why were 
the modernists in Taipei 
accused of treachery and 
of opening the road to 
communism in the early 
1960s? Clearly answers to 
these questions involve a 
sociology of art using in- 
sights into the way 
Chinese patterns of con- 
flict are applied to artists. 

The authorities in Pe- 
king say that "artists are 
not forbidden to paint 
abstract [actually, non- 
Chinese modern] works, 
but we simply do not give 
them the opportunity to 
exhibit." In Taipei the 
quasi-official attitude by | 
the mid-1960s was “wed 
not exclude it, but we d 
not encourage it." 
Excluded from  exhibi- 
tions and denied the sec- 
urity of teaching jobs, 
many artists have been 
pushed into seclusion — or 
even suicide. Where pos- 
sible, many have emi- 
grated. 

These matters were not seriously 
discussed at the symposium. They 
should have been. For these are ways of 
reconciling tradition and modernity. 
But most — if not the only — examples 
are works by Chinese artists living 
abroad. The French composer Edgar 
Varese used Chinese opera cymbals 
in his composition Ameriques. The 
greater Chinese painter Zhao Wuji, 
who lives in Paris, did a painting for 
Varese in 1964. The work shows how 
his Chinese origins can be legitimately 
kept while creating something com- 
pletely new, something which no one 
had ever seen before. | 
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‘There is a special promise such is the 


reputation of The 
for businessmen Marco Polo hotel 


in the legendary island nation. that in a city 
which abounds in 
The Marco Polo Singapore. international 


restaurants and business facilities, it is to 
this hotel where businessmen and visitors 
are drawn. 

The Marco Polo Singapore is managed 
by The Peninsula Group. With a hundred 
year heritage of dedicated service to 
business and pleasure tHe 
travellers in the Orient, we mmorco 
know how to make your trip (20 O 
live up to all your expectations. **'"°*"°** 


The Peninsula Group 
Fidfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), 
The Peninsula Group Tel: 3-7225771 Tlx: 34064 PENGP HX. 
Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula, In Harbour 
City, Hong Kong: The Hongkong Hotel, The Marco Polo, The Prince Hotel In Singapore: 
The Marco Polo In The Philippines: The Manila Peninsula In Thailand: The Bangkok 
Peninsula In The People’s Republic of China: The Jianguo Hotel, Beijing. 
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Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 








At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 





The sky’s the limit 
when it comes to helping you 
with our knowledge of Asia. 


For your growth is also our growth. 


Through the years, our expertise has helped 
businesses like yours grow faster. 


Their growth has helped us grow too. 
Enough to make us tower above the rest, 
and become the largest commercial bank in 
Southeast Asia. 

Branches: Tokyo, Osaka, Hong Kong, 
singapore, Jakarta, Kuala Lumpur, Taipei 
and London. With Agencies in New York 
and Los Angeles, Representative Office in 
Hamburg. 


Total Assets: US$ 9.5 billion 


Bangkok Bank Limited 


The Asian International bank 





Well-connected 


Common wisdom had it that, to 
icceed in business, one needed only 
ood connections at the right bank. 


Today, it is the bank that needs 
) have those connections; instant 
ccess to resources and information 
1at will enable it to act decisively on 
ehalf of its clients. And to do so 
nywhere in the world, not just in that 
ank's sphere of influence. 


HongkongBank today, in 
ddition to being the most experienced 


banking group in the Asia Pacific 
region, is one of the largest financial 
organisations in the world. And our 
1000 offices in more than 50 countries 
are all connected by satellite, thus 
adding critical speed to our global 
reach. 


This can make the difference in a 
world where a businessman and his 
bank have to be on the same 
wavelength, no matter where they are. 


Talk to us today. Anywhere. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank - Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited + Wardley Limited 
Wardley London Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1982 
EXCEED US$58 BILLION. 
















Tasker in Bangkok 
E The Five have now 
| become Six, with 
the newly indepen- 
"dent North Borneo 
Sultanate of Brunei 
joining Asean in 
early January. But 
mE as a functioning 
bloc, perhaps at the moment it would 
be more accurate to call Asean a 
grouping of five-and-a-half nations; 
the Philippines is so consumed with its 
dramatic internal political and econo- 
iic problems that it can only pay lip- 
.arvice to membership. 

The Philippines has never been a 
frontrunner in Asean policymaking 
since the grouping was formed in 

Bangkok in 1967. Like Indonesia, it is 
what Indonesian Foreign Minister 
-Mochtar Kusumaatmadja likes to call 
an "offshore" Asean country, sepa- 
rated by sea from Southeast Asian 
mainland countries — Thailand, 
Malaysia and Singapore — and there- 
fore less affected by the threat from 
communist Vietnam which has domi- 
nated Asean’s political and strategic 
development since the fall of Saigon in 
1975. 

Since the assassination of former 
senator Benigno Aquino on the tarmac 
of Manila International Airport on 21 
August 1983, the Philippines as a na- 
tion has been preoccupied with the 
durability of President Ferdinand 
Marcos, who has been in power for 18 years, and the grave 

eonomic crisis which was sharply exacerbated by the 
crude killing of Marcos’ main political rival. There has been 
little time to think about Asean in any of its various func- 
tions. Then, in late January, veteran foreign minister Car- 
los Romulo finally retired at the age of 85 suffering from a 
variety of ailments. ‘ 

Romulo was the one man who symbolised the Philippine 
contribution to Asean solidarity. With his departure from 
the scene, other Asean foreign ministers — through whom 
Asean has developed diplomatically, strategically and 
politically — do not really know whom to contact. No clear 
successor to Romulo has yet emerged. Constant telephone 
calls at an unofficial level and regular meetings officially 
constitute an important way 
in which Asean foreign min- 
isters retain their cohesion, 
consulting each other on dip- 
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PAGES lomatic policy manoeuvres 
Brunei 58 and ironing out any bilateral 
Task force 61 problems that develop. 
Thailand 65 But while other Asean 
countries harbour serious 
Indonesia 77 concern about the situation 
Singapore 80 in the Philippines, they can 
Malaysia 83 at least rely on Manila re- 

Philippines 87 maining in the fold whatever 


its current lack of. diploma- 





"threatened Brunei during their confrontation wi 


















































ate of Brunei, which brings only 200,000 newcomers under 
the Asean umbrella, compared with the overall Ase 
population of 260 million. Brunei quickly job 
after gaining full independence from Britain on 2 January. 

The predominantly Muslim enclave more closely reser 
bles a Gulf state than the majority of fertile, resource-ric 


- 


Southeast Asian countries which surround it. [t is governed 

















on autocratic lines by Sultan Sir Hassanal Bolkiah and his 
family and economically is almost totallv reliant on its 


abundant oil and natural-gas deposits. 

n some ways Brunei's eagerness to join Asean — and 

the equal eagerness of the Five to induct it into the 

grouping — is interesting. In 1963 the then sultan, Si 
Omar Ali Saiffudin, decided not to join the new Federation 
of Malaysia. It is thought that Sir Omar — father of the in- 
cumbent sultan and defence minister in his new cabinet — 
wanted.to go it alone with the sultanate's oil and gas 
wealth, rather than face the economic implications of being 
absorbed into Malaysia. His position in Malaysia's unique 
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system of electing a king from among its nine sultans would 
have been unclear also. 

Kuala Lumpur was obviously disappointed. Relations 
between the two were cool until the end of the 1970s. The 
sultan’s relations with Indonesia have also been strained 
until comparatively recently, because the Indonesians 




























- Sabah. But itis unlikely that tiny Brunei will bea 


. Vietnamese occupation of Cambodia. This has 


- the sultan and his British backers in 1962, found 
refuge in Jakarta. Singapore, on the other hand, 
has maintained close relations with Brunei and 


! and ] because some 
j t Rakyat Porr 
Party), which Manchea a brief rebellion against | 


uses Temburong as a training area for its army. 

Now there are smiles all round for the sake of 
Asean unity — as is also the case between 
Malaysia and the Philippines, despite the fact 
that Manila has yet to renounce formally its ter- 
ritorial claim to the East Malaysian state of 


major factor in Asean planning, at least while it 
grapples with problems related to its new fully 
independent status. 

Planning in Asean at the moment, at least at 
diplomatic and strategic level, still centres on the 


been Asean’s perennial concern since Hanoi 
forces invaded Cambodia in December 1978 and 
still remains in the country with more than 
160,000 troops. Ironically, the issue has served to 
cement Asean unity more than any other since 
the communist takeover of Indochina in 1975, which 
prompted the first Asean summit soon afterwards in Baliin 


_ February 1976. 
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The Asean-Vietnam dispute is still at a stalemate. The 
most recent diplomatic activity was an Asean declaration 
in September 1983 and a communique issued by Indo- 


-china's three foreign ministers after meeting in the Lao 
_ capital, Vientiane, in January. Neither initiative has borne 





. BRUNE! 


As for Asean, 
only Singapore 


exports welcome 








Brunei, Asean’s newest member, is an 
odd little entity in this regional group- 
ing. While other Asean states have vary- 
ing degrees of participatory politics, the 
Sultanate of Brunei is an absolute 
monarchy like the oil kingdoms of the 
Gulf. Its population of 200,000 is minus- 
cule by any national standards, let alone 


asean 





in comparison with archipelagic Indonesia’s 156 million or 


the 50 million-plus in both Thailand and the Philippines. 

With a per capita income of US$22,000, it is also the richest 
country in a region where most people barely manage to eke 
out a modest living. 


In yet another contrast to the diverse national economies ` 


of the region, the only worthwhile productive activity in 
Brunei is the oil industry. These contrasts put definite con- 
straints on Brunei's scope for economic cooperation with 
other Asean countries and oil is going to remain the lifeline 


| - of the sultanate for the forseeable future. 


Brunei produced some 175,000 barrels a day (b/d) of 
crude oil in 1983 and exported all but 10,000 b/d. In natu- 
ral-gas production, Brunei ranks fourth in the world at 12.6 
million cu. ms of liquefied natural gas in 1983, all exported 
to Japan. Energy-related exports earned more than B$8 
billion (US$3.75 million) or 99% of all exports: for 1983 the 


.value of energy exports was expected to rise by 6-7% 


- Brunei's oil wealth translated into monetary reserves esti- 
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Vietnam troops withdrawal’ from Cambodia; 'troop-rotations,' says Asean. 


HONS L 


fruit, with most attention now on Vietnamese military 
planning during the current dry season in Cambodia — a 
time when Hanoi's troops normally launch attacks against 
guerillas of the three factions of the Democratic Kam- 
puchea coalition. 

The most significant clause in the Asean declaration in 
September was an appeal to Vietnam to withdraw its 
troops from Cambodia on a territorial basis. Over the past 


mated at about B$28 billion last year and is set to grow at 
B$3 billion-plus a year, at least until the end of this cen- 
tury. 

For cash-hungry Asean neighbours, the tantalising ques- 
tion is whether the oil-soaked kingdom will care to invest 
its vast riches in the region. Currently, Brunei’s external re- 
serves are known to be invested mostly in long-term gov- 
ernment bonds in the West and Japan in addition to secu- 
rities in those countries. The currency spread is also known 
to be dominated by the US dollar, followed by West Euro- 
pean and Japanese units. Asean governments and the sec- 
urities based in those countries are unlikely to receive any 
significant share of these investments, as Brunei would 
rightly want to safeguard those for the time when the oil 
wealth diminishes before eventually running out by early 
next century. g 

However, as a token of goodwill Brunei could make in- 
vestments in smaller projects in other Asean countries once 
its economic managers master the techniques of Asean 
politics and economies. Another avenue would be for 
Brunei to take equity participation in Asean joint-indus- 
trial projects which have made a slow start after a decade of 
deliberations. Given Brunei’s dependence on the oil indus- 
try and the constraints of manpower in the country, it is 
also an unlikely venue for an Asean industrial joint ven- 
ture. 

With a view to gaining expertise before it can venture 
into industrial enterprises — other than oil — Brunei has 
passed laws requiring mandatory local participation in any 
joint ventures. Recently the laws were amended to include 
an additional requirement: all joint ventures will also need 
5096 participation by locals — citizens or residents of 
Brunei — at management level. While these laws will en- 
able Bruneians gradually to gain technical and manage- 
ment expertise, the more crucial problem is to train suit- 
able skilled manpower at all levels, from the factory floor to 
the executive suites. 

Of the total population of 200,000 more than 50% are 
under the age of 15. In a workforce of about 70,000 more 
than 32,000 are employed by the government: in effect al- 
most all Brunei's citizens who are ethnic Malays work for 
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two years, the Vietnamese have announced (and tried to 
drum up international publicity for) staged withdrawals of 
troops. Asean, however, has dubbed these “troop-rota- 
tions" rather than any significant attempt to leave Cam- 
bodia to the Cambodians. The declaration clause read: 
“With regard to the declared intention of Vietnam to con- 
duct partial troop withdrawals, such partial withdrawals 
should take place on a territorial basis and could begin 
with withdrawal from the westernmost territory of Kam- 
puchea along the Thai-Kampuchean border. These with- 
drawals should begin as soon as possible in phases within a 
definite period to be worked out as part of a comprehensive 
political settlement." 


ut the response from Hanoi has been negative. Whe- 
ther or not the Vietnamese intend to stay in Cambo- 
dia, regarding this as their right under a Hanoi- 
dominated Indochina federation concept (according to 
more outspoken Vietnam critics among Asean countries), 
they are also concerned about the prospect of a return to 
power of the pro- China Khmer Rouge. Asean supports the 
Khmer Rouge as the most militarily powerful faction in the 
Democratic Kampuchea coalition. But it does so with dis- 
taste because of the Khmer Rouge's murderous policies 
‘uring its period of power in Phnom Penh from 1975 to 
anuary 1979. China, however, gives the Khmer Rouge 
generous military support — also giving more limited mili- 
tary aid to the non-communist factions — and the prospect 
of pro-Chinese troops filling the vacuum created by their 
withdrawal worries the Vietnamese. 
The communique issued by the Indochinese foreign 
ministers — plainly orchestrated by Hanoi — called again 





the public sector. The private sector is dominated by qual- 
ified Western professionals or ethnic Chinese residents in 
Brunei but not citizens of the country. In addition to the 
Chinese, most unskilled jobs are performed by so-called 
guest workers mainly from Indonesia, Malaysia and the 
Subcontinent. Far from phasing out foreign labour, the sul- 
tanate will need more of it if it is to move into a non-oil 
economy. 

The Brunei job market presents an attractive venue for 
neighbouring Indonesia and even the Philippines where 
unemployment is rampant. The influx from Malaysia is 
likely to besmall asthe neighbouring East Malaysian states 
of Sabah and Sarawak are themselves short of labour and 
must recruit Indonesians to fill the vacancies. The presence 
of large-scale foreign labour out of proportion to the 
domestic workforce has been a sensitive issue in Brunei, 
particularly in view of the support given by Jakarta and 
Kuala Lumpur to the abortive coup against the sultan and 
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sultan's US$300 million palace: where the per capita income is US$22,000. 
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for regional talks with Asean but dropped Phnom Penh's 
Vietnam-sponsored Heng Samrin regime from the talks. 
Hanoi has constantly proposed talks on a regional basis 
with Asean, which Asean has insisted have a more interna- 
tional approach, preferably under the auspices of the Unit- 
ed Nations. So the Vientiane initiative received short shrift 
from Asean countries, particularly as it is felt the Vietnam- 
ese would not talk seriously about Cambodia but would in- 
stead dwell on security problems in Southeast Asia in gen- 
eral. 

Vietnam and Asean are in effect talking past each other. 
Thailand and Singapore — Asean's so-called hardliners — 
feel that the grouping can out-stare the Vietnamese who 
suffer from serious economic problems, international iso- 
lation and a substantial reliance on generous Soviet sup- 
port at home. They feel that time is on Asean's side, what- 
ever the abiding potential threat of Vietnamese troops on 
Thailand's border, landing the Thais with a Khmer refugee 
problem and the prospect of a continuation of occasional 
skirmishes with Vietnamese troops overspilling during the 
dry season. 

An illustration of this brand of thought in some Asean 
circles was contained in a recent article in the American 
Foreign Affairs Journal, by Singapore's minister/counsel- 
lor in its Washington embassy, Kishore Mahbubani. In his 
article headlined “The Kampuchean Problem: A Southeast 
Asian Perception" he concluded: "It may be useful to at- 
tempt new diplomatic initiatives [by Asean] from time to 
time, but there is also the danger that such moves could be 
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attempts in the mid-1970s to take Brunei's 
case to the United Nations decolonisation 
committee. While the government will try to 
screen carefully the political affiliations of 
potential workers from Indonesia, their in- 
flux cannot be delayed indefinitely if the 
country is to modernise its economy. 

The growth in trade cooperation with 
Asean neighbours is going to be tardy also. 
Brunei sold crude oil worth B$444 million to 
Singapore in 1982 and B$174 million in the 
„n first half of 1983; lesser amounts were sold to 

- mm the Philippines and Thailand. These sales 
| are priced on the spot market and tend to be 
sporadic and not on long-term contracts, 
which are controlled by the oil majors and 
major oil-exporting countries of the Middle 
East. With Singapore's oil-refining industry 
on the decline, its share of imports from 
Brunei will stagnate or even decline in com- 
ing years. 

Although Brunei imports almost every- 
thing except oil, its market is relatively 
tiny. Brunei’s major sources of imports are Japan and 
Singapore: in 1982 — the latest year for which complete 
statistics are available — Brunei imported goods worth 
B$371 million from Japan, B$328 million from Singapore, 
B$277 million from the United States and B$111 million 
from Britain. While the bulk of machinery, transport 
equipment and cars are supplied by Japan, most consumer 
goods used in Brunei come from Singapore, which also 
looms large in the sultanate's service sector. Malaysian ex- 
ports to Brunei in 1982 were to the tune of B$63 million, 
while Thailand supplied B$29 million worth of rice. In- 
donesia and the Philippines were not even listed separately 
as sources of imports in Brunei's statistics. Singapore's 
close trade ties with Brunei are the envy of other Asean 
members which have been almost totally excluded. While 
Singapore's exports to Brunei will continue to rise, these 
will\be tempered by other Asean members wanting a share 
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interpreted by Vietnam as a sign of weakness. The ultimate 
nessage that has to be conveyed to Vietnam is that, this 
time around, time is not working on Vietnam’s side. If this 
message is sent in a clear and sustained fashion, the Asean 
‘states can call upon their friends to wait and see the fruits 
_of one of the oldest Asian values: patience." 

_ Some in Asean evidently disagree with such a comforta- 
ble approach to the problem. Indonesia, which has made its 
own attempts to establish a constructive dialogue with 
. Vietnam in the past, now officially toes the main Asean line 
- — primarily in deference to frontline Thailand's wishes — 
. but some influential figures in Jakarta still agitate for a 
dialogue with the Vietnamese. A seminar which took 
place in Hanoi in late February, organised by Jakarta's 
Centre for Strategic and International Studies and Viet- 
. nam's Institute of International Relations, caused some 
concern in official circles in Singapore and Bangkok. The 
Indonesian centre is known to have powerful connections 
in the Jakarta hierarchy and has been influential in shap- 
-ing the country's foreign policy in the past. Although the 
| seminar was labelled as private and bilateral, some more 
h ardline Asean officials wondered if the Indonesians were 
going it alone again. 

_ The statement by Indonesian armed forces commander 
Gen. Benny Murdani after a trip to Hanoi in February — 
‘that “some countries said that Vietnam is a danger to 
Southeast Asia, but the Indonesian army and people do not 
believe it" — went down like a lead balloon in Bangkok, 
where Thai foreign policy to a large extent hinges on the 
threat from Vietnam, and also in Singapore, which nor- 
mally fully endorses the Thai position. 

.. Asean's obsession with Vietnam and its Soviet backers 
springs from days when the non-communist countries of 
Southeast Asia were looked on by the more strident anti- 


a 


. communist commentators — such as the late United States 
secretary of state John Foster Dulles — as potential 
dominoes waiting to be knocked over by the Soviet- 
Chinese monolithic communist juggernaut. Talk of 
dominoes has now largely disappeared and the Asean bloc 
- feels in a strong enough position to be able to stand up to 
- Vietnam diplomatically, demanding a political settlement 
in Cambodia. 

—— Xetthe original Five have also been spending a great deal 
- of money on beefing up their military capability in the past 
few years. This has been carried out on an individual basis 
_ because Asean insists it is not — and never will be — a mili- 
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apparently made the modernisati 
priority. ( | 

Whether this is because of the potential threat posed by 
Vietnam is difficult to say. In the case of Thailand — bor- 
dering on Indochina — military leaders make no secret of 
the fact that Vietnam is the main reason why they need a 
strong military. Bangkok is currently trying to persuade 
the US to sell it a squadron of advanced F16A fighter- 
bombers, quoting intelligence reports that Vietnam has 
been armed with MiG23s by the Soviets as a reason why 
they need them. 

Indonesia has already expressed its interest in buying the 
same aircraft, which the Americans are reluctant to sell to 
any other than their closest, most strategically located 
friends; Singapore and the Philippines are reportedly fol- 
lowing suit. It is putting Washington on the spot because, if 
it agrees to sell F16As and possibly other sophisticated 
weapons to frontline Thailand, with which it has its own 
security relationship, the other Asean countries might 
press their claims on the basis of the Americans' oft-ex- 
pressed full support for Asean as a whole. 


Institute of Strategic Studies estimates that the five 

Asean countries spent some US$8.2 billion on their 
armed forces. This was more than 70% more than their 
combined defence expenditure in 1978. The big spender 
was Indonesia, by far Asean's largest country, with expen- 
diture of US$2.9 billion. But Singapore, with its population 
of 2.5 million and armed-forces strength at 55,500, spent 
more proportionally, with an estimated expenditure of 
US$355 per capita. 

Yet Asean's combined number of troops is still less than 
Vietnam's 1.2 million-man army: and the Soviet military 
presence in the region is causing growing concern, particu- 
larly with the Soviet navy and air force being allowed use of 
the Vietnamese bases at Cam Ranh Bay and Danang. This is 
why Asean countries, to varying degrees, are happy to seea 
strong US military air and sea presence in Southeast Asia. 

When Indonesia and the Philippines expressed concern 
in 1982 over the proposal for Japan to extend its sea defence 
to 1,000 miles, this was probably more a fear that the Ame- 
ricans were planning to reduce their military presence and 
hand over to the Japanese than any lingering suspicions 
about the Japanese dating back to Southeast Asia's experi- 
ences during World War II. 


I: the 1982-83 period, the London-based International 
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Platitudes , pious 
hopes and 


mediocrity 

By Susumu Awanohara in Jakarta 

The January inauguration of the Asean 
fertiliser urea plant in Aceh, Sumatra — 
the first of the so-called Asean indus- 
trial projects (AIP) to be completed — 
was a reminder that many people in 
Asean not long ago had envisaged a 
much faster progress towards economic 
integration than has actually been 
achieved. Nevertheless, the inauguration was played up as 
a momentous occasion and Singapore's announcement that 
— it too wanted to launch an AIP, a pharmaceutical plant to 
nanufacture hepatitis vaccine, after years of excluding it- 
self from this form of cooperation, certainly added weight 
to the occasion. 

Very little progress was made in the area of Asean indus- 
trial complementation (AIC) in the past year but the ground 
rules for the so-called Asean industrial joint ventures 
(AIJV) — offshoots of the AICs which demand less from 
governments in the way of various preferences and are 
hence theoretically easier to implement than AICs — were 
finally set down after typically slow and frustrating discus- 
sions involving both officials and businessmen. The 
number of items covered by the preferential trading ar- 
rangement (PTA) continued to grow but the real impact of 
this form of cooperation on trade remained small. 

Perhaps the most important achievement of the past year 
was a report put together by the Asean task force — a group 
of 15 top experts from the Asean Five (Brunei had not then 
joined) including academics, professionals and officials — 
which reviewed Asean's progress and probed ways to boost 
it further. Given the nature of the problem, the task force 
could not come up with brilliant recommendations to en- 
hance regional economic cooperation but the report's frank 
appraisal of the progress so far and its examination of the 
reasons why the progress had to be so meagre are surely 

oundations for the future. Despite the strong desire of the 

ask force to disseminate the report widely to stimulate dis- 
cussion, the five governments have kept it away from pub- 
lic view. 

The opening of the first AIP in Aceh was a happy occa- 
sion for Indonesia, as well as for Asean generally: Indonesia 
likes to be seen as a key member of Asean and the urea plant 
added to that image, while also giving substance to the 
development of the natural-gas-based industrial district of 
Lhokseumawe which had been delayed considerably by the 
recent postponement of several major projects there, owing 
to balance-of-payments difficulties. More than six years 
had passed since former Japanese prime minister Takeo 
Fukuda toured Asean in 1977 and pledged US$1 billion in 
concessional loans to help build the AIPs, onein each Asean 
country. Involving Asean and Japanese governments, prep- 
arations for the Indonesian project took time. The mar- 
keting of the urea, whose export to other Asean countries 
would enjoy preferential tariff rates, had to be worked out 
among Asean countries. The Japanese wanted to check by 
themselves every study conducted by Asean, leading to re- 
criminations as to which side was more responsible for the 
slow progress. There was also tough bargaining over the 
financing of cost over-runs. 

The US$410 million urea plant, 77% financed by Japan, 
will manufacture 570,000 tonnes of urea a year. In the first 
year of productión, Indonesia will take close to half the out- 
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to import some of the output also. Singapore, which holdsa 
nominal 1% share in the operating company (against In-  - 
donesia’s 60% and Malaysia's, Thailand's and the Philip- 
pines’ 13% each) has not decided whether to buy or not. 
Given that Jakarta is determined to make the project a suc- 
cess and will provide the natural gas feed-stock at low cost, 
the product is likely to be sold at a competitive price. 

Another AIP to manufacture urea, the Bintulu plant in 
Malaysia, is now finally under construction and is expected 
to go on stream next year. The other AIPs are far behind. 
The Philippines abandoned at least two earlier projects — a 
super-phosphate plant and a pulp-and-paper mill — be- 
fore settling for a copper-fabrication plant, with the annual 
capacity of 100,000 tonnes. Much time was consumed on 
marketing arrangements among Asean countries and for 
non-Asean buyers. Apparently one crucial issue was how 
the burden would be shared among Asean countries in case 
the non-Asean markets did not materialise, whether for in- 
ternal reasons (notably high cost) or for external ones (lack 
of demand). A similar marketing problem has also slowed 
the progress of Thailand's AIP, the Asean rock soda-ash 
project. The difficulty was in finding the market for the ex- 
cess of planned rock-salt production, over and above 
amount needed by the soda-ash plant. A study showed that 
the high cost and low grade of the rock salt would limit the 
product's marketability and a further study was commis- 
sioned to examine the feasibility of either scaling down the 
rock-salt capacity or of dropping the rock-salt stage al- 
together, with the soda-ash plant procuring the needed 
input from outsiders. 


work on a hepatitis vaccine plant as its AIP was wel- 
comed as a fresh and clever move by many. Miffed at 
the rest of Asean for blocking its initial move to build diesel 
engines through the AIP scheme, Singapore had with- 
drawn itself from the scheme, taking a token 1% equity 


: gainst such a background, Singapore's proposal to 
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sk are in the remaining four AIPs. Since then, Singapore 
XE iad argued the case for free competition and free trade, 
M which implied logically that it was opposed to AIPs and 
complementation schemes, aiming at economic re- 
gionalism. Indeed Singapore made negative noises during 
the extended discussion on AIC schemes, complicating the 
alr already difficult bargaining among countries which sup- 
P orted them in principle. In 1980, Singapore Prime Minis- 
te r Lee Kuan Yew proposed a new formula which was de- 
JA igned to break the deadlock. He said: “When four agree 
> id one does not object, this can be considered as con- 
ensus and the four should proceed with a new re- 
pons scheme. An Asean five-minus-one scheme can bene- 
t the participating four without damaging the abstaining 
one. 
gay ingapore had little to lose by proposing the vaccine 
C plant as its AIP at this stage. For one thing, AIPs are 
| not likely to proliferate: chances are that the current 
five projects will be the first and the last, barring a very 
m major change of outlook among Asean leaders. Moreover, 
ars of negotiations have proved that AICs are far more 
difficult than AIPs to work out. AIJVs are theoretically 
sier to implement than AICs but they can be seen as a var- 
iation of Lee's five-minus-one formulation and even they 
e not likely to proliferate in the foreseeable future. Sin- 
ge Bapore gains doubly by becoming a playing member again 
al d by offering, supposedly at a third of the international 
pr rice, vaccines which are vitally needed by the other Asean 
| Countries. 
; d So far, only the motor-vehicle sector has come under the 
AIC scheme, where member countries produce comple- 
m mentary goods within specific industrial sectors for prefer- 
ential exchange among themselves. Of the two packages of 
E motor vehicle-complementation products, negotiated over 
a period of more than three years, only the first package 
covering a handful of existing parts and components has 
b een implemented (though it is difficult to determine whe- 
the , and to what extent, intra-Asean trade in these items 
m aS been actually stimulated by the scheme). The second 
package covering new motor-vehicle parts and compo- 
nents has been deferred indefinitely pending a review of 
uidelines for product identification and allocation. As in 
t 1e case of AIPs, deciding who manufactures what under 
A IC schemes is a major undertaking and the reluctance to 
sh are markets is a universal obstacle. Moreover, AIC 
SC emes are first negotiated by the private sectors, after 
which they must obtain government commitments in terms 
a investment promotion and tariff preferences. 
_ Initiated some years ago by private sectors of Asean un- 
happy about the slow progress of AIC schemes, the move to 
es tablish AIJVs, involving investors from at least two 
ean countries owning a combined 51% minimum equity 
and qualifying for a 50% tariff cut within the project-par- 
1 E oung countries, at long last received the governments' 
endorsement late last year. 
-. There were some last-minute changes in AIJV provisions. 
T he earlier version stated that after three years the joint 
venture's product would get special tariff treatment from 
ll five Asean countries, implying at the same time that 
si P ‘porters of the same product from originally non-par- 
ticipating countries would also enjoy the tariff concessions. 
US ome felt that three years was not long enough to give the 
joint venture a firm foothold in the market and that non- 
P articipating countries should not be forced to extend and 
: enjoy tariff preferences after the initial period. In the final 
A - version, the protection period was extended to four years 
and non-participating countries were given the freedom 
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E . to stay out of the scheme even after the four years were | 


Up. 

: Some enthusiastic businessmen characterised the agree- 
ment on AIJVs as a breakthrough. There were 21 AIJVs 
E waiting to:be Lee pI peT ee including a magnesium clinker 
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plementation. Generally, the same problems of market 
sharing which faced AIPs and AIC schemes confront the 
AIJVs. More specifically, it is not likely that countries with 
large markets would willingly invest in an overseas joint 
venture and give their products preferential-tariff treat- 
ment. At a time when employment creation is an urgent 
task for most Asean governments, incoming investment 
will be welcomed by most, but at the same time outflow of 
private capital may be frowned on. The upshot is that most 
countries will want joint ventures to be located on their 
own soil, the exception perhaps being cash-rich Singapore 
or Malaysian companies actively investing — in say, In- 
donesia — to penetrate the largest Asean market. 

Items which qualify for reduced tariffs under the intra- 
Asean PTA exceeded 12,000 by 1 March 1983. Initially such 
items were determined through a product-by-product ap- 
proach. Since 1980 this was complemented by across-the- 
board tariff cuts on items below a certain import-value 
ceiling, with provisions for an exclusion list. In the across- 
the-board approach, the ceiling, first set at US$50,000, was 
successively raised to the present US$10 million. Margins 
of tariff preference first started at 10% for most products 


Asean's heavyweight 
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Swee of Singapore, 
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and were raised to a minimum of 20% in 1980. Now a maxi- 
mum preferential rate of 50% has been set. 

While impressive in terms of number of items, the impact 
of PTA preferences on intra-Asean trade has been minimal. 
Under the product-by-product approach most of the items 
chosen were hardly traded within Asean and in the across- 
the-board approach the exclusion lists eliminated virtually 
all potentially traded items from preferred items. The prob- 
lem has been recognised and Asean officials have agreed 
that excluded items must meet certain criteria; such as that 
they are listed in official documents as under investment 
promotion, they are products in which imports are control- 
led for safeguarding or promoting national interest, pro- 
ducts of substantial revenue importance or products in sec- 
tors sensitive to competition from within Asean. 


as the Asean wise men) explains why economic co- 

operation within Asean is so difficult. *Intra-Asean 
economic activities, could become self-generating when 
Asean economies are more mature and complementary to 
one another .. . it has been found that in industry and trade, 
especially in manufactured goods, cooperation has been 
slow to materialise because the industrial structures of the 
member countries are similar. At present they produce 
similar goods or plan to do so in the future. In general, the 
policy of import substitution currently followed by Asean 
countries, except Singapore, tends to reinforce the non- 
complementary nature of the existing industrial struc- 
tures," thereport says. Another factor, involving the indus- 
trial world, adds to the non-complementarity of the Asean 
economies. “All member countries meotan an nopen Poicy 


T report by the Asean task force (otherwise known 
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they export mainly primary commodities and simple 
manufactures. Thus, Asean economies are more com- 
plementary to those of the advanced industrial countries,” 
according to the report. 

Economic cooperation, rather than economic integration 
implying supranational outlooks and objectives, 
emerged as Asean's objective. This explains why "Asean 
has been more willing to pool resources rather than share 
markets," the report says. “Regional interests are usually 
accorded priority only if they coincide with, or promote, 
national interests. This may have been due to different per- 
ceptions of longer-term benefits which can be derived from 
industrialisation through effective market sharing. Such 
benefits now go to the industrialised countries which sup- 
ply the goods that Asean would be able to produce econom- 
ically if it could achieve effective market sharing." 

Looking more specifically at the track record, the report 
summarises: "Insofar as joint investment in industrial pro- 
jects is concerned, industrial cooperation has been readily 
accepted. But when markets are involved cooperation has 
been hampered by prolonged negotiations. The diesel-en- 
gine project, which was one of the original AIPs, became 
non-viable due to difficulties in getting agreement on mar- 





ket support. Negotiations on AIC were protracted in the 
case of the complementation scheme for the motor vehicle 
industry, also because of the problem of market sharing. 
And preferential-tariff agreements have had very little im- 
pact on intra-Asean trade because member countries . 
wanted to make certain that their domestic producers 
would not be threatened by possible imports from other 
member countries. " 

In contrast, cooperation requiring pooling of resources 
has been more successful, as schemes in the areas of food 
and agriculture, transportation and communications and 
banking and finance testify. Asean has also been effective 
in its joint approaches in relations with third countries 
and international organisations, according to the task 
force. 

Apart from the difficulty of market sharing, varying per- 
ceptions of gains have also hampered Asean economic co- 
operation. The report says: "Economic cooperation is a 
positive sum game, in which the gains to all exceed the sum 
total of individual losses. Hence, arrangements can be 
made whereby — over a period of time — each and every 
party would gain. Perceptions of gains, however, vary and 
so does the acceptable time span within which such gains 
could be realised ... Finding a general formula to ensure an 
equitable sharing of benefits acceptable to all is, therefore, 
no easy task. Yet, it assumes critical importance for mar- 
ket-sharing arrangements in industry and trade. This is be- 
cause the losses (for example, of revenue, profits and em- 
ployment) are concrete and measurable and affect particu- 
lar groups of people while the gains — for example, better 
allocation of resources and increased efficiency — are more 
diffused and difficult to measure." 


FAR EASTERN ECONOMIC REVIEW e 15 MARCH 1984 


has 








ermBliente gin Bev) on Ene duties to finance brad ace 
tivities. Another is that Asean has depended on funds from - 


third countries or international organisations for intra-re- 2 


gional cooperation projects. If these funds are not forth- 
coming or they dry up, projects cannot materialise. The 
Asean private sectors too rely on “private capital flows 
from outside the region to supplement locally generated in- 
vestible funds. Asean private sectors do not possess enough 
surplus funds to invest in other member countries, except 
in a few special cases. Direct foreign investment has come 
mostly from advanced industrial countries, bringing with 
it even closer trade and investment ties with these coun- 
tries." 


inally, the task force maintains that "the Asean or- 
ganisational structure, as it exists today, does not 
facilitate the development of meaningful economic 
cooperation." Because of their decentralised structure and 
lack of full-time technical staff, the economic committees 
have to rely on a series of discussions, consultations Or 
negotiations in working groups, expert groups or sub-com- 
mittees, all of which involve international travelling. And, 
since most decisions are by consensus, all countries have to 
be represented. “The difficulty in getting an acceptable 
date for an Asean meeting is well known. In addition, there 
are no systematic follow-up activities after the end of these 
meetings,” according to the report. 

Having elaborated on the formidable obstacles to 
economic cooperation of a higher order, the Asean wise 
men obviously could not come up with simple formulae for 
increased cooperation in the future. Inevitably the policy 
recommendations are a list of platitudes and pious hopes. 
On organisational structure there are some specific recom- 
mendations which some of the wise men apparently feel 
would make a lot of difference. It is proposed, for example, 
that an Asean council of ministers be established to incor- 
porate the meetings of Asean foreign ministers and 
economic ministers as well as other ministerial meetings 
and that the Asean standing committee be replaced by a 
committee of permanent representatives of no less than 
ambassadorial level based in Jakarta with a view to provid- 
ing continuity and a better defined direction to Asean ac- 
tivities. The idea is to strengthen the existing ministerial 
gatherings as well as the Asean secretariat. Thus, what is 
involved is not just organisational structure but also — and 
more importantly — political will. 

There is a feeling that Asean could start moving in the 
area of economic cooperation, despite the numerous obsta- 
cles, if it were to choose a real heavyweight as secretary- 
general (such as, say, Vincent Paterno, Goh Keng Swee, 
Widjojo Nitisastro, Tun Tan Siew Sin or Boonchu Rojanas- 
tien) who would in turn line up the best brains among 
Asean's economists to generate ideas. Strong secretariats 
have made the United Nations Conference on Trade and 
Development and the Organisation for Economic Coopera- 
tion and Development what they are today. Of course a 
chicken-and-egg question will arise as to whether or not 
political will must precede a strong secretariat. It can be ar- 
gued that it does not take a great deal of political will to in- 
stall a strong Asean secretariat (there is certainly space left 
at the Jakarta headquarters of Asean which is still virtually 
empty) and that creative work by the secretariat — show- 
ing, for example, what benefits which could be Asean's are 
now being taken away by the industrial countries because 
of Asean's lack of vision — could generate more political 
will. If the work of the secretariat is rational and reason- 
able, then countries such as Singapore will not be afraid of 
being victimised by a strong Asean. 

Asean governments may feel they have little to lose by 
keeping economic cooperation at the current low level. 
Another view is that they have nothing to lose by stimulat- 
ing a little action. By its own standards, Asean's efforts at 
economic cooperation so far have been marred by bureau- 
cratic mediocrity. E 
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Was Asean really 
planned to move 
as slowly as this? 


By Paisal Sricharatchanya in Bangkok 


There is little doubt here that economic 
cooperation within Asean was deliber- 
ately conceived to progress at a modest 
pace. But, more than 16 years after the 
Bangkok Declaration establishing the 
regional grouping was signed, official 
planners and private-sector leaders here 
are becoming impatient — and some- 
what frustrated — at the limited achievements in the fields 
of intra-regional trade and investment. With most govern- 
ments in the region still bent on protecting their national 
economic sovereignty, the Thais are realistic enough to rule 
dut the possibility of any genuine economic integration in 
the foreseeable future. But what they have been actively 
lobbying for in the recent past is a more concerted effort to 
broaden the various economic ties. Some private-sector 
leaders in particular would like to see Asean shaping a 
clear-cut direction that could lead to economic integration 
in the longer-term future. 

The fact that intra-Asean trade now accounts for about 
1596 of the grouping's total external trade may have par- 
tially disproved some traditional scepticism that intra- 
regional trade could not make any significant headway due 
to the insufficiently complementary nature of products, 
plus the fact that most countries in the region produce simi- 
lar raw materials and consumer goods. However, with the 
various economies and manufacturing bases becoming 
more sophisticated, it is believed that — given serious 
cooperative efforts — such intra-regional trade could be 
substantially expanded. *We would like to see volumes ris- 
ing to 30% or upwards," commented a senior official at 
Thailand's Asean office. 

It is evident that the cooperative spirit developed over 
the years as a result of the association's intensified political 
cohesion has contributed positively to foster trade and 
tourism ties. But the increasingly prevalent criticism here 
is that such achievements — particularly in trade — have 
been too few too slow. 

In the first 15 years after the association was formed, 
Thailand's trade with the four other Asean partners rose 
more than 14 times from Baht 3.4 billion (US$147.5 mil- 
lion) in 1967 to Baht 48.6 billion in 1982. The Baht 25.1 bil- 
lion Thai exports and Baht 23.5 billion Thai imports in 1982 
accounted for roughly 16% and 12% of Thailand's total ex- 
ports and imports respectively. Latest figures are not avail- 
able but Thai exports to and imports from the other Asean 
partners were projected to grow about 10% and 13% last 
year, respectively. 

Thailand has traditionally enjoyed a trade surplus with 
its Asean partners but this has been declining since 1980 — 
chiefly because petroleum-related imports from Singapore 
and Malaysia have been rising steadily. The Baht 7.7 billion 
aggregate trade surplus in 1979 was reduced by half to Baht 
3.4 billion in 1980 and has since dropped to around Baht 
1.5 billion each in the following two years. 

The declining trade surplus has caused some alarm here, 
particularly viewed in the context of the overall depressing 
trade performance last year when this country suffered a 
record-high trade deficit of more than Baht 80 billion. With 
Thai authorities now gearing up for an overall export 
promotion drive, part of the emphasis will be placed on 
Asean markets. Since Thai agricultural exports — tradi- 
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tionally the largest category — will be dictated by domes- 


tic-supply/demand conditions in the other Asean coun- 
tries, the Thais are hoping to raise exports of manufactured 
goods (such as cement products) and certain processed ag- 
ricultural produce. 

Basic agricultural commodities — rice, maize, tobaeco 
leaves, beans, raw cotton and rubber — constituted 57.6% 
of total Thai exports to the rest of Asean in 1982. Manufac- 
tured goods, such as raw sugar, cables, electrical parts and 
circuits plus garments, accounted for 32.1%. 

Although the export of minerals was officially listed at 
only Baht 329 million — a meagre 1.3% of the total — illicit 
exports of smuggled tin-in-concentrates from southern 
Thailand are believed to be substantial. After the imposi- 
tion of export controls by the International Tin Council in 
mid-1982, the smuggled Thai tin initially went to Penang 
smelters but, following coordinated suppression drives by 
Thailand and Malaysia, the Thai contraband was believed 
to be diverted to Singapore — an open port which has few 
restrictions. 

Meanwhile, various types of petroleum products — in- 
cluding high-speed diesel, bunker oil, liquefied natural 
gas, kerosene and lubricants — accounted for about three- 
quarters of total Thai imports. This has been the pattern in 
recent years in view of inadequate refinery capacities here. 
Against an actual consumption of around 200,000 barrels a 





Rice: part of the 57.6% of total exports to Asean. 


day (b/d), Thailand’s three refineries have a combined ca- 
pacity of only 170,000 b/d. Demand for the 30-40,000 b/d 
balance is met by imports of finished products, most of 
which have been coming from Singapore. Raw materials 
and semi-finished products such as pulp, wood, fibre and 
paper, accounted for 11.6% of total Thai imports in 1982, 
leaving capital goods and consumer products a distant 
5.4% and 5.2% respectively. 


for imported (finished) petroleum products, plus the 
fact that Singapore buys a substantial volume of 
Thai agricultural commodities and manufactured goods 
for re-export, the island republic has been this country’s 
most important trading partner in Asean. The Baht 24 bil- 
lion Thai-Singaporean trade in 1982 accounted for roughly 
half Thailand’s total intra-Asean trade. The 1982 figure 
represents a 10.9% reduction from the previous year result- 
ing largely from lower Thai imports of petroleum products 
which went down from Baht 12.7 billion in 1981 to Baht 9.7 
billion in 1982. Depressed manufacturing caused by the 
general economic slowdown here explains the declining 
Thai oil demand — hence lower imports that year (1982), 
but the trend has since picked up. 
Thailand enjoyed a trade surplus with Singapore in 
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B ecause of Thailand's heavy dependence on Singapore 
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|, 1980 due to steeply rising petroleum-related imports. The 
reduction in deficit from Baht 2.9 billion in 1981 to Baht 
701 million in 1982 is seen as a temporary respiteas imports 
picked up again last year in the wake of the economic re- 
Covery here. Agricultural commodities and manufactured 
B ondes accounted for 45% and 41% respectively of Thai 
 . exports to Singapore. The Thai Commerce Ministry has 
- listed frozen chicken, glass and cement as potential new ex- 
. port items from Thailand. 
= Thai-Singaporean economic relations in recent years 
- have been marred by intermittent resentment among Thai- 
. land s private sectors over the island republic's trade with 
.. Vietnam. Officially, Asean imposes no trade embargo on 
. Vietnam but the various Asean governments do not encour- 
. age commercial ties with Hanoi. Judging from the Thai 
; prohibition of certain strategic goods, plus the fact that 

ermission to export other items to Vietnam is often dif- 
sah to come by, this official non- encouragement stance is 
. viewed as tacit discouragement. Therefore, it is hardly sur- 
| prising that some Thai industry leaders — 
. themselves unable to get rid of excess pro- 
= duction — were openly critical of certain 
. Singapore-based firms for purchasing Thai 
products and re-exporting them to Viet- 
S am. The Thai Foreign Ministry has re- 
frained from any outright criticism but offi- 
cials conceded that they have requested the 
Singapore Government to discourage such 
practices. As far as Singapore is concerned, 
the volume of trade with Vietnam relative to 
_its total external trade is understood to ac- 
— count for only a small fraction. 
— Thailand’s trade with Malaysia has fol- 
_ lowed a similar pattern. For the first time in 
- 1982, when two-way trade topped Baht 18.5 
billion or some 38% of Thailand’s total 
- intra-Asean trade, this country suffered a 
E aht 1.8 billion trade deficit, compared to a 
E: Baht 1 billion surplus in the previous year. 
i 'his was the consequence of a colossal jump 
it Thai crude-oil imports from Malaysia 

which rose from 5.2 million litres valued at 
E aht 2.8 billion in 1981 to 14.7 million litres 
alued at Baht 7.7 billion in 1982. The 
* " erude-oil imports were substantially cut 
- back in 1983 as a result of the small-scale 
"domestic crude-oil production which began 
in January last year. 
: The volume of Malaysian crude-oil im- 
F orts is relatively insignificant if viewed in 
the context of Thailand’s total energy im- 
P orts. In the recent past, the Thai Govern- 
ment has been committed to a 65,000 b/d 
 erude-purchase agreement with Saudi 
Arabia, while the remainder of the local 
oi market is dominated by multinational oil companies 
- which rely on crude supply largely from the Middle East. 
. Given these structural patterns, the prospect of Thailand 
pevitching from the Middle East to buy more crude from its 
relatively new oil-producing „Asean partners such as 
» Malaysia and Indonesia is unlikely in the foreseeable 
future 
_ Nonetheless, plans to establish an Asean energy-security 
E agreement which will be modelled after the Asean food se- 
_ curity reserve, are viewed here as a positive development. 
‘Under the agreement, an energy-security reserve will 
be set up to cope with emergency needs, either in times of 
pe or over-supply. Energy ministers are expected to 
| meet in April to thrash out details of the proposed arrange- 
ment. 

Due to geographical setbacks plus the non-complemen- 
_ tary nature of products, Thailand’s trade with Indonesia 
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Anand: sensitive terms and 
obsessions. 
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and Baht 1.2 billion a Peine trade in 19625. ac- 
counted for only 9.8% and 2.5% respectively of this coun- 
try's total intra-Asean trade. 

While generally agreeing that the present level of re- 
gional economic cooperation is far from adequate, most 
Thai analysts — both government and private — conceded 
that slow progress is not entirely unexpected. After all, the 
very first real attempt at some visible form of cooperation 
did not begin until the first Asean summit in Bali in 1976. 
However, many of the successive efforts at some tangible 
cooperation in new areas since then appear to have been 
slowed down by practical difficulties and differing ap- 
proaches. 


ince the agreement on preferential trading arrange- 
ments (PTA) was signed in 1977 as a vehicle to pro- 
mote intra-Asean trade through 20-25% tariff con- 
cessions, the list of products qualifying for PTA status has 
now grown to cover more than 11,000 items. Asean econo- 
mic ministers decided in mid-1981 to adopt a new approach 
by extending across-the-board tariff cuts to 
w^ à items with import value of up to 
"32 US$500,000. The value was further raised ti 
a US$10 million ceiling in late 1982. Mor: 
a |? recently, the committee on trade anu 
8 tourism decided to expand the programme 
further by applying the sectoral approach 
whereby items falling under textiles, chem- 
icals, rubber and cement products not in- 
cluded on the PTA list are automatically ac- 
corded preferential tariff treatment, with 
foodstuffs accorded deeper cuts of up to 
50%. 

But despite these measures, only 2% of 
the total intra-Asean trade is covered by 
and beneficiary to the PTA, a strong indica- 
tion that the programme has been far from 
successful. As Anand Panyarachun, presi- 
dent of the Asean Chambers of Commerce 
and Industry (ACCI) in 1982-83 told a 
Hongkong Management Association con- 
ference last October: “One drawback of this 
programme is the obsessive inclination of 
member governments and private sectors in 
those countries to lengthen their lists of 
‘sensitive’ items.” The sensitive items are 
excluded from PTA treatment. 

However Anand, a former senior Tha 
Foreign Ministry official who is currently 
vice-chairman of the major textiles and gar- 
ment-accessories conglomerate Saha- 
Union Corp., pointed out that some 
guidelines have been drawn up on items to 
be covered in the exclusion lists. Other Thai 
officials said there is growing political pres- 
sure from various quarters to make the 

overall PTA programme function more effectively. The 
Thais are also not entirely satisfied with the Asean indus- 
trial complementation scheme, which envisages the estab- 
lishment of complementary industrial projects at private- 
sector level to serve regional and international markets. 
After the ACCI submitted the first complementation pac- 
kage of motor-vehicle projects in 1979, an agreement was 
signed in mid-1981 and the second package, also on motor- 
car parts, followed a year later. Under the agreement, 
motorcar parts exchanged between Asean countries are 
considered locally made and entitled to a 50% tariff cut. 
Anand commented in the same address last October: “In 
practice, officials and businessmen faced serious problems 
agreeing on projects and making legal and administrative 
changes to allow trade to begin. The first package required 
more than two dozen negotiating sessions and took more. 
than two years." Thailand is believed to have begun ex- , 
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- with 1983 sales top- 
—ping US$150 million. But the Indonesian investment is 

wholly borne by the Thai-Chinese group. It also operates a 
number of poultry-farming and pig-raising projects in 
- Malaysia and Singapore respectively, in joint venture with 
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porting a small volume of brake drums — its designated 
motorcar part in the programme — though the exact figure 


i - is unavailable. Since models in the region are vastly differ- 


ent — which means parts produced in one country do not 
necessarily fit vehicles in another country — the pro- 
gramme has not been fully successful and is now halted at 
the second phase. Officials and businessmen are now dis- 
cussing a new complementation scheme on motorcycles, 
with possible Japanese participation. 

There is optimism here that the long-delayed and re- 
cently concluded Asean industrial joint ventures (AIJV) 
programme will provide a much-needed stimulus to pro- 
mote intra-regional private investment (REVIEW, 3 Nov. 
'83). A list of 18 prospective projects to qualify for AIJV 
status has been approved by the Committee on Industry, 
Minerals and Energy and their actual start-up is expected 
after the next economic ministers' meeting, which will be 
held in May, gives the final green light. Viewed as particu- 


larly promising are mini-tractor, security-paper and mag- 


nesium-clinker projects involving Thai and other potential 
Asean investors. 
But though Thai officials are enthusiastic about the AIJV 


breakthrough (which came in t he form of a supplementary 
. agreement initialled 


by the last economic 


ministers’ meeting 
here in October 
1983), some Thai 


private-sector lead- 
ers caution that any 
success of the 
scheme remains to 
be seen. To date, 
there has been no 
known significant 
private sector-level 
joint venture involv- 
ing Thai and other 
Asean investors. A 
Bangkok- 
animal-feed 
agro-industry 
conglomerate, the 
Charoen Pokphand 
group, operates a 
substantial animal- 
feed and poultry in- 
dustry in Indonesia, 


Queen Sirikit and Hmong hill people: Asean means nothing to them. 


the local governments. 

Compared to Indonesia's Asean industrial project (AIP) 
— a urea plant in northern Sumatra which was formally in- 
augurated in January this year — the Thai AIP of a rock- 
salt/soda-ash plant is not only a late starter but now also 


appears to be doomed to uncertainty. Plagued by internal 


squabblings over the prospective site, constantly revised 
feasibility studies to ascertain its economic viability and 
difficulties to raise capital both among potential Thai in- 


- vestors and other Asean partners, the Thai project had 


undergone a lengthy delay since it was officially accepted 
by Asean in late 1978. The official formation of Asean Soda 


- Ash Co. in mid-1982 was initially seen as a positive deve- 


lopment. The Thai Government and Thai private com- 
panies hold a 60% stake in the company while Indonesia, 
Malaysia and the Philippines each have 13%, leaving 1% 
for Singapore. 

But the absence of any clear-cut Thai Government policy 
and threats by potential Thai private-sector investors (who 
are supposed to contributé two-thirds of the total Thai 
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ts future is now all the more uncertain since 
the Thai economic ministers decided in early February to 
suspend the project indefinitely. Thai Industry Minister Ob 
Vasuratra was quoted in the local press as saying that the 
project is not economically viable at this stage — a state- 
ment which is taken to reflect the government's top priority 
to develop Thailand's own fertiliser complex. Ob also 
blamed some Asean partners for not genuinely helping to 
get the Thai AIP off the ground. The suspension came in the 
wake of another recently completed feasibility study by a 
West German consultantcy firm. 
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of Mineral Resources Department and chairman of 

the Asean Soda Ash Co., the latest study recom- 
mends scaling down rock-salt production from the origi- 
nally planned 1.8 million tonnes a year to only 750,000 
tonnes. Under the original plans, some 600,000 tonnes of 
rock salt would supply the soda ash plant (to produce 
400,000 tonnes of soda ash a year) with the remaining 1.2 
million tonnes for export to Japan. However, the export 
plan is considered no longer feasible since the Japanese de- 
mand is met by supply from other sources. 

The latest development on AIJV and efforts to ensure a 
more effective PTA programme amount to indications that 
policymakers in the 
region are aware of 
the shortcomings in 
economic coopera- 
tion and are now 
seriously trying to 
produce more tangi- 
ble results in intra- 
regional investment 
and trade. But in 
which direction 
Asean economic co- 
operation will deve- 
lop from here is still 
a matter of concern 
among Thais who 
appear to advocate a 
more forward-look- 
ing posture than 
some other coun- 
tries. For several 
years, Thai official 
e Sex £452 | planners have con- 

eo A a> œ| templated the possi- 
bility of an Asean 
payment’s union but 
the scheme failed to attract sufficient support. Their con- 
cept is not far advanced, “but .. . we are still ahead of 
others," commented one senior Foreign Ministry source. 

Describing Asean economic cooperation as being 
caught in a dilemma, Anand summed it up by saying: 
“One school of thought is that for Asean to have progressed 
this far is already a major achievement and no radical 
policies or measures should be instituted which would 
bring about fundamental differences and approaches, 
thereby resulting in division of political unity and re- 
gional harmony. The other school of thought expresses 
grave reservations about the over-cautious and step-by- 
step approach by the ‘pragmatists’ and advocates a more 
forward-looking attitude in embarking on meaningful 
measures and policies of economic cooperation to turn 
Asean into a credible regional-economic organisation. As 
such, it is argued that closer industrial and trade linkages 
would inevitably tighten relationship and forge a more 
solid foundation for regional political cooperation and 
solidarity.” 

It is clear which of the two options is preferred by the 
Thais. That, however, does not necessarily mean that they 
will have it their way because, after all, Asean is governed 
by consensus. y R) 


4 ccording to Sivavong Changkasiri, director-general 
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oppogptilities and aspirations. BP can fulfil these commitments. 


Asie world’s third largest bank With 2.700 branches tn 78 coumimies 
around the world and assets of USS100,000.000,000, we have the 
resources and experience to undglstand our markets. BNP’s reputas 
tion is based on the complete ragge of commercial banking services 
and the promotion of economiddevelopment. 

We are committed to economic owth wherever we are based. BNP 
is committed to its part in a growing Asia. today and for the future. 


$ Banque Nationale de Paris 


AUSTRAEIA: Sydney: 12 Castlereagh Street Telex 20132 & 24330 NATIOPAR North Sydney: 225)Miller Street Telex 26125 Melbourne: 470 Collins Street Telex 30133 NATIOPAR Brisbanesta heen 
" = 


Street) Telex 40444 NATIOPAR Perth: 180 St-Geo Terrace Telex 92611 NATIOPAR Adelaide- 15 King Wiliam Street Telex 88813 NATIOPAR Canberra: Corner London Circus <E: ty 
Avenue Telex 61681 NATIOPAR CHINA: Beijing: 8022 Bening Hotel Telex 22593 NATIOPAR Guangabou: 2384 Dong Fang Hote! Telex 44092 NATIOPAR Shanghai: Jin Jiang Foreign Traders Off oM 
Sune 98142. 58 Maoming Road South Telex 33094 NATIOPAR Shenzhen: Room 417 Friendship Siigpping Centre. Jian She Road Telex 44202 NATIOPAR HONG KONG: Centra! Building Queen — — 
Central Telex 73442 & 73786 NATIOPAR INDIA: Bombay: French Bank Building. Hom Street. Tig 2341 & 5157 NATIOPAR Calcutta: Stephen House 4-A Benoy Badal Dinesh Bag East Telex 23S 
NATIOPAR New-Delhi: ‘Surya Kiran” Building, Flat 203. 2nd floor, 19 Kasturba Gandhi Marg Teleiii8!9 NATiOPAR INDONESIA: Jakarta: Skyline Building 9 Jalan Thamrin. Telex 44535 NABAR EIS 
JAPAN: Tokyo: Yusen Building. 3-2 Marunouchi. 2-Chome Chiyoda-Ku Telex 24825 NATIOPAR Osama: ObbDayash: Building, 37 Kyobash:. 3 Chome, Higashi-Ku Telex 64068 NATIOPAR KOREA: Seoul: 75° 
Samsung Main, Building 250, 2KA, Taepyung-Ro, Choong Ku Telex 26539 BANAPAR MACAU: 25 Agada Praia Grande Telex 88299 NATIOPAR MALAYSIA: Kuala Lumpur: Mu: Plaza, 19th floor Jalan Parry 
Telex 31128 NATIOPAR NEW CALEDONIA: Noumea: 37 RT 13 Telex 022 NAPANOCA PHILIPRENES: Manila: 8741 Paseo de Roxas Avenue. Makatı Rizal 3117 Telex 63707 NATIOPAR SINGAPORE 
Overseas Union House. Collyer Quay Telex RS24315 NABAPAR BNP South East Asia Ltd. 42nd flog 4201. Hong Leong Building, 16 Raffles Quay Telex RS26674 BNPSEA TAIWAN: Taipei: 62 Tun Hua 
North Road, 1st floor, Taipei Financial Center Telex 22000 NATIOPAR THAILAND Bangkok: Dusi ihan: Office Building, Sune 506, Telex 87214 NATIOPAR 





HE ASSOCIATION BETWEEN THE SUMMA GROUP 

HERE IN SOUTHEAST ASIA AND SUMMA HANDELS- 
BANK AG IN WEST GERMANY HAS FORGED A UNIQUELY 
DIRECT AND RELIABLE LINK BETWEEN THIS REGION AND 
EUROPE. 

A LINK WITH ANY OF THE SUMMA OFFICES SPREAD 
THROUGHOUT THE REGION: HONG KONG, SINGAPORE, 
JAKARTA, MANILA, KUALA LUMPUR AND BANGKOK. 

A LINK WITH PEOPLE WHO UNDERSTAND THE 
SUBTLETIES OF THE WESTERN FINANCIAL, BUSINESS 
COMMUNITY. 

A LINK WITH PEOPLE WHO UNDERSTAND YOUR NEEDS 
AND PLANS BECAUSE SOUTHEAST ASIA IS THEIR HOME. A 
LINK WITH THE WIDE RANGE OF SERVICES ONE WOULD 
EXPECT FROM AN INTERNATIONAL BANKING CONCERN. 





AND FINALLY, A LINK TO THE EXPANSION OF THIS WWE /Kojo Tanaka/BCL 
REGION'S BUSINESS AND FINANCIAL HORIZONS, BECAUSE 
SUMMA IS FULLY COMMITTED TO THE CONTINUED The 
GROWTH AND PROSPERITY OF SOUTHEAST ASIA. 


Giant Panda 


needs your help 
to Survive 


(se every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 


WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 


The Giant Panda is an endangered animal. 
S U M M A H A N D E L S B A N K A G e It is also the symbol of WWF’s worldwide 


conservation efforts to save life on earth. 








FOR FURTHER INQUIRIES. PLEASE CONTACT MR. TAN HOK LIEM, HEAD, FOREIGN DEPARTMENT. SUMMA HANDELSBANK AG, 


OR MESSERS KLAUS SCHUTT/BENIGNO L. ZIALCITA Ill, GENERAL MANAGERS, SUMMA INTERNATIONAL (EUROPE) GMBH. But WWF needs money - your money. 
SUMMA HANDELSBANK AG TEL. 0211-375034 TELEX: 8587754 SH D € SUMMA INTERNATIONAL (EUROPE) GMBH Ts DE 
TEL: 0211-372066 TELEX: 8586959 SUMA D ves Please send cont ributions to the W W F 
ASIA-PACIFIC PRINCIPAL SUBSIDIARIES/AFFILIATES: SUMMA INTERNATIONAL FINANCE CO. LTD., HONG KONG National Organisation in your country or direct to: 
TEL.: 5-285074 * SUMMA INTERNATIONAL BANK LTD., PORT VILA, VANUATU TEL.: 2091 and WWF International, 1196 Gland, 
REGIONAL HEADQUARTERS, MANILA, PHILIPPINES TEL.: 818-8791 € SUMMA INTERNATIONAL INVESTMENT PTE. LTD. Sivivvérland: 


SINGAPORE TEL.: 916822 © SUMMA INTERNATIONAL LEASING (M) SDN. BHD. KUALA LUMPUR, MALAYSIA TEL.: 480455 
e CEBU INTERNATIONAL FINANCE CORPORATION, CEBU CITY, PHILIPPINES TEL.: 72536 
EUROPEAN PRINCIPAL SUBSIDIARIES/ AFFILIATES: SUMMA HANDELSBANK AG. DUSSELDORF. WEST GERMANY WW 
TEL.: 0211-375034€ SUMMA INTERNATIONAL (EUROPE) GMBH. DÜSSELDORF. WEST GERMANY TEL.: 021 1-372066 F WORLD WILDLIFE FUND 
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Advertisement prepared as a public service by Ogilvy & Mather. 
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Dresdner (South East Asia) Limited- 
international merchant bankers 


e international wholesale banking 

e dealing in foreign exchange & precious metals 
e international loan syndication 

e corporate finance 

e deposits in Euro/Asian currencies 

e primary & secondary capital market operations 


Dresdner (South East Asia) Limited 


Dresdner (South East Asia) Limited, 50 Raffles Place #17-01, Shell Tower, Singapore 0104. Postal Address: Maxwell Road P.O. Box 3699 Singapore 9056 
Telephone: all departments: 2202677, 2254411; dealing room: 2209333. Telex: all departments: RS24811 Dreasia ‘dealing room: RS24600 Dreasia. Cable: DRESDAS 
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Thousands of marble chips tell a timeless story 
of life in the Byzantine period. 
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38 000 EMPLOYEES 46 M Ed IRING PLANTS AND 27 RESEARCH AND DEVELOPMENT CENTERS IN BRAZIL, CANADA. ENGLAN 





I HICSC SIHCOII Chips Cd II LITOUSGQTILIS 
of stories simultaneously. Northern Telecom uses them to bring 
computers and telecommunications together. 


When an artist makes a mosaic with chips of marble and glass, his design transforms them; they become a picture 
that communicates. At Northern Telecom we designed these tiny integrated circuits to change communications itsell 
Northern Telecom is a world leader in digital telecommunications technology, integrating voice and data. Silicon 
chips, called filter codecs (coder-decoders) are the heart of a digital telecommunications system. They translate voice. 

data, and images into digital signals—the way computers communicate. 

In 1978, Northern Telecom invented the first single-chip filter-codec. In 1981, almost two million filter-codecs later, w 
leapfrogged our own technology with our E-99 chips. They perform all the functions of our first filter codec, plus thos 
of another chip of similar complexity and more than 30 additional electronic 
components. [hey even turn themselves off when they're not being used. northern 

Our digital telecommunications systems save money by saving space, telecom 
equipment costs, and power. 

Digital transmission is fast, accurate and economical. For more informalios an a em 

As the world's telephone systems convert to this cost-effective and and its products contact: Northern Telecom 
reliable new technology, a global network of simultaneous voice and data oig o ur. Posen 
communications is gradually emerging. Martou Road, Home RE M POT 

We're putting the pieces together. telex 73338. 
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the ' HEAVY INDUSTRIAL CONSTRUCTION, 
BUILDINGS, ROADS AND OFFSHORE WORKS. 

CIVIL ENGINEERING AND CONSTRUCTION MANAGEME 


Société Générale d’Entreprises-Sainrapt et Brice 
Main subsidiaries operating overseas: 
SGE-TPI, SGE-C, SBI, THINET. 





“Telex: 270653 F Giro LL —1—H 


FRANCE. 





JOURNAL OF JAPANESE TRADE & INDUSTRY published bimonthly by Japan Economic Foundation, 11th Floor, 
Fukoku Seimei Bldg., 2-2, Uchisaiwai-cho 2-chome, Chiyoda-ku, Tokyo 100, Japan 


July/August '83 
Japa, 's Industrial 


March/April '83 
Selling in the 
Japanese Market 


JAPAN'S ECONOMIC SUCCESS 
REVEALED IN 6 EASY STEPS. 


The Journal of Japanese Trade and Industry 
brings you a wealth of information. Information 
that might otherwise not be available in English. But 
the Japan Economic Foundation has unparalleled 
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To subscribe: Mail the completed coupon to: Journal of 
Japanese Trade and Industry, c/o Maruzen Co., Ltd., 
P.O. Box 5050, Tokyo International, 100-31, Japan (In Japan, 
mail to: Japan Trade and Industry Publicity Inc., Toranomon 
Kotohira Kaikan, 2-8, Toranomon l-chome, Minato-ku, 


access to Japan's Ministry of International Trade and Tokyo 105). 


Industry, so you get the real inside 
view of how Asia's most successful 


economy works. Each bimonthly issue 
contains an in-depth examination of 
one major subject, along with regular 


features that cover current events, 
research developments and business 
trends. There's also coverage of 
foreign business in Japan, the Asian 
economies and Japanese economic 
indicators. 


Get the real story. Subscribe to the 


Journal today. 
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Please send me Journal of Japanese Trade & Industry for one 
year, starting with the latest issue (including airmail posrage) 
DAsia, Oceania... USS41 DIU.S., Canada USS44 
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Ojapan... Y7,200 (including postage) 
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Good financial strategy 
demands abank 
that is well positioned. 


International business has dramatically shifted 
to greater and greater interdependence among 
all countries. Creating both opportunities and new challenges. 
Fuji Bank, through its ever expanding international network, 
is more than able to assist you with strategically located branches, 
agencies, representative offices, subsidiaries and affiliates throughout 
the financial capitals of the world with assets of more than 
100 billion U.S. dollars. 
Talk to our international staff. They're well prepared 
to offer you diversified financial services and _ 
the latest information on ever changing world markets. 
Fuji Bank. You can count on us. 


| FUJI BANK 


Tokyo, Japan 


» 


Fuji Bank's Overseas Network 
Hong Kong - Singapore : Seoul - Jakarta - Manila - Bangkok : Kuala Lumpur : Beijing : Sydney 


Melbourne - New York : Chicago : Los Angeles - Houston : Seattle - San Francisco : Atlanta 
Toronto : Mexico - São Paulo : Bahrain : Tehran - London - Düsseldorf - Zurich - Luxembourg 
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International Building in Samrancisco, 
where Fuji Bank's Representative Office 
and Fuji Bank International Inc. are. 
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INDONESIA 
A preoccupation 
with domestic 

economic issues 


By Manggi Habir in Jakarta 

So far intra-Asean economic coopera- 
tion has not made much impact in en- 
hancing existing and already longstand- 
ing trade, investment and service flows 
between Indonesia and its Asean coun- 
terparts. Despite headway in some spe- 
cific areas — such as the recently com- 
pleted Asean fertiliser plant in Aceh on 
the northern tip of Sumatra — Asean post and telecom- 
munications cooperation and Asean’s joint approach to in- 
ternational economic issues, Indonesia-Asean trade and 
Asean investment in Indonesia have not shown any signifi- 
cant growth. Asean trade with Indonesia still represents 
15% of the country’s world trade, while Asean investment 
in Indonesia accounts for around 4% of total foreign in- 
vestment approved in the country. In fact, some of In- 
donesia’s recent economic measures have, in some areas, 
adversely affected traditional commercial flows between 
Indonesia and its Asean counterparts, especially Singa- 
pore. ! zi 

Indonesia is the most inward-looking and closed among 
Asean countries. And though there is some indication of a 
significant shift in economic-policy orientation — allowing 
more private-sector participation and a stress on exports — 
any significant change affecting Indonesia's economic re- 
lations with the outside world, given the business environ- 
ment and current infrastructure, will probably take some 
time. 

Singapore's economic relations with Indonesia, which 
stands out among other Asean countries, is expected to be 
the one most adversely affected by recent developments. 
The completion late last year of two oil refineries at Balik- 
papan and Cilacap, each with a capacity of 200,000 barrels 
a day (b/d) is one recent development that is expected to re- 
duce greatly the need for Indonesian crude oil to be refined 
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in Singapore thus sharply cutting Indonesian trade with 
Singapore, 73% of which is in oil. During 1982 Indonesian 
crude-oil exports to Singapore amounted to US$2.29 bil- 
lion, while refined imports from Singapore amounted to 
US$2.08 billion. Early last year, in anticipation of the 
Balikpapan and Cilacap refineries coming on stream, the 
government had already begun switching to quarterly pro- 
cessing deals from the usual annual contracts with Singa- 
pore refineries. By the fourth quarter, the term-processing 
deals were down to 75,000 b/d from the normal 200,000 b/d 
in the past. By mid-1984, when the two refineries start to go 
into full operation, Indonesia is expected to stop processing 
its crude oil in Singapore altogether, Indonesian oil offi- 
cials have said. 

Another development, expected to affect offshore loan 
bookings from Singapore, is the recent doubling of with- 
holding tax on interest paid on offshore loans. Indonesia’s 
new tax legislation, which raises the withholding tax on in- 
terest paid on offshore loans to 20% from 10% will make 
offshore loans — a large portion of them booked in Singa- 
pore — more expensive. But this is not valid across the 
board. For those countries that have tax agreements with 
Indonesia — Britain, Japan, West Germany, France, Bel- 
gium and the Netherlands, among others — withholding 
tax on interest remains at 10%. As a result, major interna- 
tional banks are already considering shifting the booking 
of their offshore loans away from Singapore, which has no 
tax arrangement with Indonesia. Should this happen Sin- 
gapore would cease to be a major booking unit for offshore 
loans directed to Indonesia. 


Singapore is considered to be quite substantial. In 

fact, the doubling of withholding tax on interest was 
seen as an attempt by the government to limit private-see- 
tor offshore debt, over which the government had little 
control. Foreign banks with branches in Jakarta have often 
used their Singapore branch to book loans enabling them to 
get around the central bank's restriction on outside- 
Jakarta lending and, before last year's bank liberalisation 
measures, the imposition of credit ceilings. 

Another economic measure that has sharply curtailed the 
domestic-tourist flow to Singapore has been the Hps 
150,000 (US$150) exit tax — previously it was only Rps 
25,000 — which became effective in November 1982. The 
exit tax, about equal to the price of a return ticket to Singa- 


T's size of offshore loans to Indonesia booked in 
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)pers to Singapore. y al : 

n airline, Garuda, reduced its daily flights be. 
akarta and Singapore to three times a day from the 
ious five. Despite this, Singapore still plays an im- 
ant role in other areas, for instance as important re- 
rter of Indonesia’s traditional-export commodities. 
nesia has plans to export commodities directly to the 
ser's market, thus bypassing Singapore. But observ- 

eel that it will be some time before this is realised. In- 
sia is still faced with the problems of high inter-island 
sport cost, irregular shipments, quality problems and 
equate port facilities all of which will take consider- 

ime to rectify. | 

apore will also remain an important stopover for In- 
ian imports, Nearly all major manufacturing com- 








































rements have trading offices in Singapore. Trying to 
ome the high import duties imposed by Jakarta, com- 
es here often import goods from their offices in Singa- 
yy opening a letter of credit (LC) from Jakarta for only 
he amount while transferring the rest to Singapore. 
rt duty and import sales tax is applied only on the LC 
t and therefore is greatly reduced. By doing this, 
ies can minimise payments on their inputs and thus 
tain a competitive price in the domestic market. 
a fo mpo ting through Singapore is the 
costs available in Singapore. 
ine g iay bea move away from Singa- 
as a booking unit for offshore loans, the republic will 
ain an attractive safe haven for Indonesian surplus 
$ Recently the government had to reverse its decision 
nterest earned on rupiah deposits and conduct fiscal 
ga tions on the sources sof these deposits, fearing that 
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lateral to back up loans to companies. This allows the 
banks to lend with minimal risk and at the same time al- 
lows the company receiving the loan to f duce its taxable 
income as a result of the higher-interest expense. This ex- 
plains the tendency of Indonesian companies to have a high 
gearing ratio (total debt over. equity) with companies pre- 
ferring to substitute equity with debt to avoid tax questions 


on sources of equity funds. 







ingapore property is a favit s ar ea. „of investment. 

for wealthy Indonesians. This. explains. the fre- 
quent advertising in Indonesian. dailies of apart- 
ments and flats in Singapore. Hendra Rahardja 
Harapan group is involved in the assembly anc 
tributorship of Yamaha motorcycles. and of 
buildings in Indonesia, stands out wit 
scheme to build — almost simultaneously jt n. 
Singapore. Three of them, grouped together, are located in 
one complex, provisionally named the Rahardja Centre 
which (observers say) is now being delayed. due to the cur- 
rent slump in Singapore's property market. E 
The powerful Liem Sioe Liong group, the country’s 
largest cement producer, is also investing in Singapore. 
Early last year the group planned on investing US$65 mil- 
lion in a cement-grinding plant — Indo-Sin Cement Enter- 
prise — carrying a capacity of 1 million tonnes. But the pro- - 
ject has lately been scaled down by half, reducing the capa- 
city to only 500,000 tonnes partly due to the limitations on 
the amount of cement clinker that can be exported from In- 
donesia as well as the current outlook: for the Singapore 
property market. 
There is also considerable i vaste from n Singapore in 
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nesia, according to fi 


board. Thetotal amount of foreign-investment p pr acts at ape i 


proved coming from Singapore since 1967 amounts to 
US$150 million of which about 70% is in manufacturing. 
The actual investment realised, however, is normally much 
lower. But there is also substantial investment from Singa- 
pore channelled through families and trusted partners here 
and listed as domestic investment. And partly because of 
often-stifling government regulations limiting the private 
sector here — and also as an insurance against any racial 
problems faced by the predominantly Chinese business 
community — Singapore will remain an attractive place for 
Indonesian surplus funds. 

Compared with Singapore, Indonesia’s commercial rela- 
tions with other Asean countries are quite small. With the 
Philippines the dominant trade item is also oil, which simi- 
larly might be drastically reduced given the completion of 
Indonesia’s two major oil refineries. Out of US$292 million 
worth of 1982 exports to Manila, US$262.7 million was In- 
donesian crude oil to be refined in the Philippines. Another 
important Indonesian export item to the Philippines has 
been urea fertiliser, while refined-oil imports from the 
Philippines amounted to US$146.3 million and accounted 
for roughly 64% of total imports. Sugar and honey is 
another major import. 

Another important but unrecorded import has been 





managerial talent: it is now common to find Filipino mana- 
gers in top positions within local as well as Jakarta-based 
multinational companies due to the limited supply of local 
managers. Manila-based SGV accounting and manage- 
ment consultancy is one of the major companies in its field 
operating in Jakarta. San Miguel Beer and Ayala Finance 
Corp. have also set up offices here. Indonesian investment 
in the Philippines, however, is still limited. One exception 
is Summa Finance, a merchant bank of the powerful Astra 


group which is based in Manila with branches in Singa- - 


pore, Kuala Lumpur and Jakarta. 


ith Thailand one dominant traditional trade item 
W has been rice but, as Thailand trade officials have 
noted, Thai rice imported to Indonesia is steadily 
declining as Indonesia has made further considerable gains 
in its efforts to boost rice production. Rice imports from 
Thailand amounted to US$41.3 million in 1982, down 25% 
from the previous year. But it still accounts for a sizable 
21% of total Thai exports to Indonesia. Sugar and honey 
is another major Thai export item, while Indonesian ex- 
ports to Thailand have been small in comparison amount- 





ing to only US$26.3 million in 1982, consisting largely of 


wood. 
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Indonesia are = 
EE N DA r} onal branch in 
J att — and PT a pE Pokphand Animal Feedmill Co. 
Bangkok Bank has also joined with the local Dharmala 
group to form a leasing company and also provides techni- 
cal assistance to the Harapan group's PT Bank Harapan 
Santosa — a bank headed by Hendra Rahardja of the Hara- 
pan group. 

Despite its proximity, Malaysian trade with Indonesia is” 
the smallest among Asean countries. As with the Philip- 
pines and Singapore, some Indonesian crude oil is being re- 
fined in Malaysia to be sent back to Indonesia. Wood, how- 
ever, is becoming an important Indonesian export item to 
Malaysia, while Malaysia exports synthetics fibres to ine] j 
donesia. One major Malaysian investment in Indonesia is ~ =x 
by the Kwok brothers who are involved with PT Gunung E 
Madu Plantations to produce sugar. ^ 

Another major Indonesian export not found in the offi- 
cial figures is labour, which — facilitated by the largely 
similiar language, culture and religion — has been flowing ` 
out for some time. No reliable figures are available but 
some estimates go as high as 500,000 workers. The tradi- 
tional flow in the past has been to West Malaysia, meeting 
the rise in demand for plantation workers. Now most In- 
donesian labourers in West Malaysia are involved in the 
construction sector while in East Malaysia a growing — 
number of Indonesian workers from ` 
the eastern part of Indonesia arework- ~ 
ing as plantation workers. 


s with Asean trade, the Asean T 
A om flow to Indonesia has not 

shown any remarkable change 
in the past few years, remaining at 
about 130,000 tourists a year and ac- 
counting for roughly 25% total tourist 
inflow. A large portion of this Asean 
traffic comes from Singapore and 
Malaysia. However, the distinction be- 
tween tourist and business visits does 7 
not appear to be entirely clear as a 
large number of these tourists (aside 
from visiting Jakarta and Medan) visit 
Riau and East Kalimantan where In- 
donesia's oil and timber industries are 
located. Figures depicting Indonesians 
going abroad is not readily available 
but most likely would show 
a significant drop last year as a re- 
sult of the Rps 150,000 exit tax which 
became effective at the end of 
1982. 

Indonesia’s lack of investment in other Asean countries 
in comparison to the reverse flow somewhat reflects the 
country’s more inward-looking private sector. Encouraged 
by the high protection provided by the government, In- 
donesia’s private sector has largely concentrated on the 
domestic market but saturation in some areas has already 
been reached, forcing the private sector to seek markets 
abroad. This trend has only just recently begun with the 
government encouraging private investment in agribusi- 
ness which is expected not only to raise non-oil export 
earnings but also to create employment for Indonesia’s 
growing labour force. 

Indonesia — realising that it cannot rely solely on oil 
earnings and government expenditure to develop its econ- 
omy — is going through the motions of encouraging the pri- 
vate sector to play a more active role in the economy. Hav- 
ing the government relinquish or ease its control over cer- 
tain sectors of the economy will not be easy. The situation is 
made more complicated by the powerful Chinese business 
community which dominates the private sector and is still 
often regarded with suspicion. As a result, Indonesia 
which, within Asean, tends to play an influential role on 
political and foreign-policy issues, is expected to be pre- 
occupied with domestic economic issues. 
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also keep Singapore from meshing 
smoothly with Asean plans and ambi- 
tions. 

Where other members strive to shore 
up their home and regional marketing 
preserves, hemmed in by tariff barriers 
against the rest of the world, trade-de- 
pendent Singapore rails against pro- 
tectionism. Where the others struggle 
to stanch capital outflows Singapore, 
styled the Switzerland of Asia, pro- 
vides a hard-currency haven of bank- 
erly discretion plus a thriving centre 
for duty-free shopping. Where others 
foster cartels and nurture import-sub- 

^o Wee NS stituting industries, Singapore — true 
buildings (right foreground) remain.| to its free-market rhetoric — continues 
smelting tin and underbidding on 
everything from shop-building to freight-handling to oil- 
refining. 

Consequently, its Asean brethren intermittently charge 
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Th q dd man out the Lion City with bringing to the association a “less-than- 
e equal spirit of partnership," in the words of former Thai 


By Lincoln Kaye 

Singapore is Asean’s 
odd man out. With the 
exception of the associ- 
ation’s newest member 
— the tiny oil-rich sul- 
tanate of Brunei — Sin- 
gapore has by far the 
smallest population 
and the highest per capita output in the re- 
gion. There are many striking contrasts 
between this city state and its larger 
neighbours in Asean. Among them are the 
facts that Singapore is: 

> Post-industrial, turning increasingly to 
high-technology and service sectors, while 





the other five Asean members are in more | 
or less early stages of industrialisation. ./.: 
» Totally bereft of natural resources, + 


while the others ground their econo- 
mies in primary commodities or agricul- 
ture. 

» A net importer of labour, while the 
Others (except Brunei) strive to feed and 
employ large and growing populations. 

» Heir to a colonial infrastructure and 
Chinese commercial establishment which 
have been preserved and embellished, 
while other Asean states have grappled 
with wealth redistribution and indigeni- 
sation schemes in post-war years. 

These differences in circumstance have 
made for clashes of interest between Sin- 
gapore and its neighbours, reaching a 
crisis pitch when it was decided that Sin- 
gapore should leave the Federation of 
Malaysia in 1965. Relations have come a 
long way since then, but Singapore's suc- 
cessful cultivation of foreign investment 
‘and its regional pre-eminence as an en- 
trepót-cum-service centre can still inspire 
envy and resentment. Asean membership, 
by opening lines of discourse and estab- 
lishing at least a notional commonality of 
interest among the states of the region, 
provides this vulnerable city state with a 
certain amount of.insurance — if only 





Lee: five minus one is consensus. 
80 





deputy prime minister Thanat Khoman. “At least one 
member dreams of becoming the sole supplier of industrial 
goods for the rest," he told a November 
1983 Asean management conference in an 
oblique, but pointed reference to Singa- 
pore. 

The recently resolved dispute over the 
Asean joint-venture plan, which oc- 
casioned Thanat’s barb, provides a case in 
point of how Singapore’s interests and in- 
stincts diverge from the rest of the associa- 
tion’s, as well as how such differences can 
be patched over. The wrangle dates back 
to 1977, when Asean members came up 
*| with the notion of setting up government- 

J| sponsored industrial projects in each of 
. the member states (Brunei had not yet 
; joined) in which the other four countries 

would be obliged to invest. The host 
nation of each project would contri- 
bute 60% of its equity, with the other four 

states each taking up 10%. 

The plan sounded appealing: at last 
Asean would produce a result that was 
concrete rather than merely rhetorical. 
The output of the joint-venture projects 
could be traded within the association to 
take advantage of intra-Asean tariff pro- 
tection. Jobs would be created, foreign 
exchange would pour in. Just to lubricate 
the works, Japan pitched in with US$1 
billion worth of co-financing through its 
Fukuda Fund (named after Takeo 
Fukuda, who was prime minister then). 


blaze. The other four member 
states opted for schemes geared to 
their primary-commodity and agricul- 
tural orientation. Indonesia and Malaysia 
drafted up urea plants. Thailand chose a 
rock salt-soda ash plant. The Philippines 
originally planned a super-phosphate 
plant, an idea which has since been scrap- 
ped. Now Manila has settled on a copper- 
fabrication plant as its Asean joint-ven- 
ture project. 
Singapore, lacking any natural re- 
sources, needed a more expressly indus- 
trial project. The republic was originally 


pv planning started off in a 
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for diesel engines and decided the fac- 
tory was not commercially viable. The 
plan was scrapped and, without a 
joint venture on its own turf, Singa- 
pore reneged on its willingness to take 
up its share of the other four projects 
as well. 

The Asean brethren were not sym- 
pathetic. “Commercial viability?” 
mused one Singapore-based dip- 
lomat. “What could be more irrele- 
vant, at least as far as the other Asean 
governments were concerned?” 
Rather, the other four states viewed 
the joint-venture projects as a chance 
to channel foreign- (mainly Japanese) 
aid funds and soft loans for infra- 
structural development. Singapore 
was a spoiler. 

And matters were hardly helped 
when Prime Minister Lee Kuan Yew 
assured the Asean economic minis- 
ters, at their 9th annual meeting in 
1980, that Singapore’s withdrawal 
from the joint-venture scheme did not 
impair the association’s cohesion 
since he was pleased to grant them his 
leave to carry on without him: “When 
four agree and one does not object, 
this can be considered as consensus... 
an Asean five-minus-one scheme can 
benefit the participating four without 
damaging the abstaining one.” 


AIVCIL 


other partners [in each joint- 

venture project] to divide among 
themselves the discarded portion of 
the share," in Thanat's phrase. The 
equity structure of the first of the 
joint-venture projects to begin pro- 
duction, Indonesia's US$400 million 
fertiliser plant in northern Sumatra, 
typifies the amended Asean joint-ven- 
ture arithmetic: Jakarta holds a 30% 
stake, as does Japan (which anted up a 
loan to finance 70% of the project). 
Malaysia, Thailand and the Philip- 
pines each now hold 13%, leaving Sin- 
gapore with a nominal 1% for Asean 
solidarity. 

But on the touchy occasion of open- 
ing ceremonies for the Sumatra plant, 
when resentment of Singapore could 
well have peaked, it was deflected by 
the announcement — diplomatically 
left to Indonesia's industry minister to 
deliver — that Singapore had at last 
come up with an alternative joint- 
venture project. And the authoritative 
daily The Straits Times hinted in a 
background story the same day: “Sin- 
gapore may decide to increase its 
share [in the other Asean joint-ven- 
tures] once it can come up with a new 
proposal for an Asean project of its 
own." 

For its 11th. hour re-entry into the 
joint-venture programme, Singapore 
Simply turned over to Asean a govern- 
ment-sponsored project that was al- 
ready on the board: a plant to produce 
low-cost hepatitis-B vaccine under li- 
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cence with the pharmaceutical giant Merck and Co. In view 


ə of the prevalence of the liver disease in the region, planners 


expected the product (which should cost just a third of the 
international price for the vaccine) to find a ready market 
throughout Asean and beyond. But Finance and Trade and 
Industry Minister Tony Tan, returning from informal talks 
in Jakarta with his Asean counterparts, stressed that no 
formal commitments were sought from association mem- 
bers to offtake specified quotas of vaccine. Nor did he 


offer particulars 
of how the 
venture’s own- 











. Expenses 
| Profits pre-tax 
T^ p. After-tax 





| Source: Michael T. Skully, Merchant Banking in 
Asean, Oxford University Press, 1983. 
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- Note: Figures on trade with Indonesia are 

not available. 































ership would 
be restructured 
now that it has 
been Asean- 
ised, though he 
did suggest that 
its present ca- 
of S$8 million 
(US$3.8 million) might 
be increased. 

Currently, that equity 
is divided among three 
Singapore Govern- 
ment-controlled firms 
— Temasek Hold- 
ings (its investment 
arm), the Development 
Bank of Singapore and 
Intraco (its trading 





arm) — plus the dis- © 


tributor of the vaccine, 
US Summit Corp. To 
expand the plant to ac- 


commodate its widened market, further funding could be 
sought from what is left of the Fukuda Fund after the in- 
roads of the other four projects. As for how much of a stake 
the other Asean states would assume, a report from 
Malaysia's official Bernama newsagency story on Malay- 
sian Trade and Industry Minister Tunku Ahmad Rithaud- 
deen's recap of the Jakarta meeting suggested — perhaps 
snidely — that 1% apiece might be about right. 

In fact, the final distribution of stakes in the vaccine 
plants as well as the other four joint-ventures is likely to be 
somewhat more equitable than that: just how much more 


T hres =- JF = 


|| will be worked ou outi in Asean’s Committee o on Industry, Min- | | 


erals and Energy over the next several months. How to 
weave Brunei into the scheme at this late date will also be 
on the agenda. Formal agreements on these matters will not 
be signed until the economic ministers hold their 16th an- 
nual meeting in Jakarta in May. 

If Singapore has balked at throwing in its lot with such 
concrete, real-sector Asean endeavours as the joint-ven- 
ture industrial schemes, it continues to show alacrity in 
spawning grandiose regional financial schemes. First there 
was the Private Investment Co. for Asia (Pica), a merchant 
banking and advisory group that has ranged the region 
since 1969 from its Singapore headquarters. 
Pica's main line of business is setting up minor- 
ity-equity or quasi-equity positions on behalf 
of its 230 corporate shareholders, representing 
20 different countries from Asean, Europe, the 
United States, Japan and Hongkong. 

Then there was the Asean Finance Corpora- 
tion (AFC). At the time of its incorporation (in 
1981 with a paid-up capital of S$100 million 
split evenly among bank groups from each of 
the five member states), the AFC projected its 
regional merchant-banking operations to gen- 
erate sanguine results, but industry observers 
wonder whether such targets can be met in Sin- 
gapore's already-crowded merchant banking 
field. The Asean Banking Council, in setting up 
the AFC, voiced the hope that the new venture 
would differentiate itself from the established 
merchant banks by pioneering industrial deve- 
lopment and adopting a regional, rather than 
country-based, perspective. 


eanwhile, Wee Cho Yaw, chairman of 
M United Overseas Banking Corp. (one 

of Singapore's big four) is pressing 
ahead with his plan for an Asean Trading and 
Investment Corp. (Atic) to invest in regional ag- 
riculture, services and industry. Atic will also serve as a re- 
gional-producers' purchasing cooperative by bulk-buying 
resources and materials to facilitate Asean trade and sup- 
port Asean exports. Wee has got a group of regional 
businessmen to sign an agreement to set up Atic to the tune 
of S$10 million in initial paid-up capital, divided equally 
among Asean states. 

But at the same time as Wee is organising his trade- 
promoting venture, Singapore remains uneasy with the as- 
sociation's buy-Asean initiatives. For instance, member- 
states' oil ministers at an October 1983 meeting issued a 
call to use more Asean oil. As the only non-oil-producing 
member, Singapore seemed to be the particular target of 
this exhortation. Yet within a month of the ministers meet- 
ing, Singaporean authorities had levied punitive taxes on 
car usage and launched a month-long productivity cam- 
paign that harped on energy conservation (among other 
themes). Meanwhile, the republie's refiners and offshore- 
oil service companies went on quietly pursuing extra- 
Asean opportunities in China's offshore-oil bonanza. They 
would have to generate plenty of Chinese contracts to make 
up for the estimated 25% shortfall in refinery business ex- 
pected to result from Indonesia's switch to its own soon-to- 
be-operational refineries. Thailand has announced it will 
follow suit, building up its own refining capacity at Singa- 
pore's expense; Malaysia plans similar steps. 

Nor is oil Singapore's only Asean inflow to have dwin- 
dled in the past year. The tourist tap has also been shut off 
by Indonesia and the Philippines, both of which imposed 
heavy exit taxes upon outbound nationals. Malaysia was 
also reported to have been considering such a tax in its 
latest budget, but to have been dissuaded — for the present 


1 — by Singapore's lobbying. But the neighbouring Malay- 


sian state of Johor plans to undermine Singapore's allure as 
a shopping centre — virtually the only reason for intra- 
Asean tourists to visit the republic — by establishing its 


„own duty-free shopping zone just across the Causeway. Kl 
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By James Clad in Kuala Lumpur 


In recent weeks, the business press in 
Malaysia has devoted more space than 
before to reporting impediments to 
intra-Asean trade development, cover- 
ing such gatherings as the recent Asean 
banking conference in Manila. Despite 
widespread ignorance resulting from 
patterns of trade that are extra-regional 
in scope and habit, the Malaysian business community is 
becoming slowly more aware of what it can (and cannot) 
expect from the Asean framework. 

Although marginal increases in traders’ use of intra- 
Asean export-facilitating mechanisms — such as the pre- 
ferential trading arrangements (PTAs) — has occurred, 
overall Malaysia’s traditional trade with more distant mar- 
kets still works against perception of dramatic new market 
opportunities in Asean. Malaysia’s present intra-Asean 
trade mostly arises from long- standing or special-case re- 
lationships such as annual rice purchases from Thailand or 
variable use of Singapore’s entrepót facilities. 

At policy level, the political and security significance of 
the six-nation grouping remains the most important con- 
sideration. Those who determine the pace of formal 
economic collaboration tend to make a sharp distinction 
between actions that will improve the collaborative tem- 
perament among the Six and those that will not. The dif- 
ficulties facing a really serious attempt at industrial com- 
plementarity, for example, “which would necessarily mean 
foreclosing development options for certain Asean mem- 
bers”, definitely falls into the second category. 
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Recent policies from Kuala 
Lumpur — such as manufactur- 
ing-investment decisions — seem 
to follow an increasingly hard- 
headed assessment of present na- 
tional interests rather than any 
hope of deep-rooted regional 
economic coordination or expan- 
sion of markets. For Malaysia's 
economic planners, the efficien- 
cies of an Asean-wide market are 
clear, but so also are specific in- 
vestment expectations of various 
communities within the national 






Jamil: ‘no contradictions.’ k 













Senior policymakers such as Heavy Industries Commis- 
sion chairman Jamil Jan have told the REVIEW that thereis | 
no contradiction between broad support for Asean solidar- - 
ity and decisions such as the manufacture of a made-in- | 
Malaysia car (REVIEW, 26 Jan.). However, the Malaysian . 
Government's willingness to subordinate national interest - 
to wider Asean goals seems more prevalent when security, - 
or to a lesser extent, Asean's international trade negotia- 
tions are at stake. Decisions that touch on national — 
economic self-reliance fall outside Malaysia's Asean 
altruism, even if these ruffle bilateral Asean ties. N 

While making Asean work as an economic entity counts 
for much in Kuala Lumpur, so also do hesitations about up- 
setting successful habits of collaboration by too-hurried a . 
move towards an economic community. Dissatisfaction’ = : 
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prises elsewhere in Asean. 


tamper with basic, that is, strategically vital in- 
- dustries," a senior Foreign Ministry source told 


tions, genuine adoption of the regional effi- 
ene Malaysian minister, a terrifying amount of 


_ ing advantages in countries that enjoy them for 
— historical, and not innate, reasons.” 


E C: with this caution, the FMP's 


E; holding out instead “the possibility of an indi- 


— new economic policy, with its emphasis on 
— equitable economic development and (much 
— more specifically) on transferring corporate equity to 


ECTI 


plant at Bintulu, Sarawak (in which Singapore reluctantly 


— took a mere 1% share) still lingers, reinforcing a determi- 

memb by some to ensure that recalcitrant or selfish 
— member states should not be allowed to have a clean sweep 
— of other Asean-wide markets, such as financial services 
| and commodity brokerage. 


- Once this perspective is grasped, Kuala Lumpur’s readi- 


A ness to accept slow progress towards fulfilling Asean in- 
_ dustrial complementarity or joint-project schemes be- 
- Gomes more understandable — and more in keeping 


perhaps, with ultimate expectations here of what the Asean 


- grouping should properly do. It also explains Kuala Lum- 


pur's satisfaction with gently proceeding efforts to increase 
intra-Asean trade without making very many hard deci- 


sions in the process. Malaysia's heavy industrialisation 


plans, reaffirmed in the mid-term review of the Fourth 


Malaysia Plan (FMP) now before Prime Minister Datuk 


Seri Mahathir Mohamad's cabinet (REVIEW, 23 Feb.), if 
anything portends further protection of both entrenched 
nd planned industries, whether or not they enjoy much 
mparative advantage over counterpart enter- 


"We prefer to work up from zero and not to 


the REVIEW. Underpinning this sentiment is 
oncern lest *local minorities" — a byword for 
)verseas Chinese — or transnational corpora- 
tions pick up too many business opportunities 
along the way. Even without these considera- 


ciency criterion would involve, in the words of 


diplomacy that would probably entrench exist- 


mid-term review almost completely 
ignores Asean economic cooperation, 


genous technology” via increased heavy indus- 
creased manufacturing for export beyond the 


Asean region. 
Habits of thinking nurtured by Malaysia’s 


Malays and to other non-Chinese indigenous peoples, also 


_ reinforce fears of outsiders acquiring commercial control 
— through manipulation of the Asean connection. Hence, 


perhaps, Malaysia’s readiness to prefer government-super- 


— vised financial incentives and PTA form-filling: hence also, 
| perhaps, the private sector's wariness or indifference to 
— formal encouragement of intra-Asean sales. 





Reflecting this mood, the local business press generally has 
- carried little specific guidance on what, for example, the re- 


cently signed Asean joint-ventures agreement might offer for 


— Malaysian companies. Similarly, the creeping progress of 


proposals such as creation of an Asean import-export bank 


— (the feasibility study for which several Asean-dialogue 


countries have declined to undertake) attracts little com- 


— ment. Other widely discussed ideas such as some form of 


joint Asean procurement recommended in the report of the 
task force (page 61) appointed in 1982 to examine, among 
other things, prospects “for greater Asean economic coope- 
ration," also receive little discussion. 

Comparing Malaysia's existing sales to the other five 
Asean states, with the proportion of exports assisted by 
Asean facilitating mechanisms, shows scant tangible bene- 
fit from formal trade facilitation. In 1983, traders con- 


M 


B | ducted only M$15.5 million (US$6.63 m 





with such experiences as the Asean joint-venture urea . 





business under the PTA procedure, a very slow increase 
from the first year of PTA operation (1980). 

.Malaysia's. Trade and Industry Ministry last year 
canvassed exporters to see how well PTAs were understood 
and to promote their increased usage: another drive will 
occur later this year. On an annual-rate-of-increase basis, 
officials point to some quickening of pace: PTA-assisted ex- 
ports in the first quarter of 1983 amounted to a 76% increase 
over the corresponding period in 1982. 

Exports boosted by PTA procedure were mainly small- 
volume deliveries of deodorised palm oil, cocoa beans, 
phosphoric acid, rubber gloves, non-motorcar tyres, weld- 
ing wire, specialised aluminium products and air compres- 
sors. More telling than the limited range of export goods 
(only 60 out of the approved 17,000 PTA categories) was the 
small number (35) of exporters using the facility. 


turn, Singapore easily commands the top place on the 
list in total trade values and volumes. This is a histor- 
ical position also bolstered by the republic’s drive to en- 
trench itself as the region's pre-eminent export-import, fi- 
nancial and re-financing centre. In 1982 (the most recent 


L^ at Malaysia's trade with other Asean states by 
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Exports beyond Asean: the FMP approves increased manufacturing for these. 


annual data) Singapore imported M$3.8 billion from and 
exported M$3.7 billion to Malaysia. Exports to Singapore 
(most of which are re-exported, with or without further 
value-added, to third non-Asean countries) have more than 
doubled since 1978. 

Singapore has become Malaysia's third largest purchaser 
overall and in selected exports its single most important 
buyer: in 1983, for example, the republic bought an esti- 
mated M$290 million of natural rubber. In 1983 Singapore 
was also Malaysia's third largest buyer of crude petroleum 
(M$1.9 billion), its second largest crude and processed 
palm-oil customer (M$187 million estimated) and second 
largest taker of its sawn timber (M$114 million estimated). 

As noted, Singapore tends to re-export Malaysian pri- 
mary commodities, a feature of the trading relationship that 
Kuala Lumpur would like to redress. Government agencies 
now seek Malaysia-based agents of overseas suppliers 
rather than deal with Singaporean firms and much effort 
has gone into developing the Malaysian capital as.a finan- 
cial and trading centre in its.own right — a policy that is 
now paying off. 

On specific marketing issues — such as enforcement of 
International Tin Council export controls to sustain floor 
prices for tin — Malaysian ministers can besharply critical 
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of Singapore. (There the authorities 
apparently will not cooperate to pre- 
vent supplies of illegally exported tin 
ore from reaching the island's major 
smelter. The primary industries and 
the trade and industry ministries 
would also be happier if more crude 
palm oil from Johor's plantations was 
processed and refined in Malaysia, 
rather than in the island republic. 

With a long history of intertwined 
economic destiny, Singapore/Malaysia 
trade gains next to nothing from 
Asean-sponsored trade facilitation 
exercises. In fact, the slight usage of 
PTAs by tradersto Singapore showed a 
decline from 1982 to 1983 (the only 
country trade category where PTA 
usage has fallen off). 

Thailand remains Malaysia's second 
largest purchaser (buying exports 
worth M$409 in 1982) while selling 
goods valued at M$379 to Malaysia 
during the same year. Thailand was 
Malaysia's eighth largest sawn-timber 
customer in 1983, taking an estimated 
M$31 million. 

Trade between the two countries 
continues to revolve around the size of 
Malaysia's annual purchases of Thai 
rice. In recent years, imports have been 
comparatively steady at 300,000 tonnes 
a year, but flooding in Malaysia's 
northern states combined with drought 
elsewhere has adversely affected 
Malaysia's own production: on 21 Feb- 
ruary, a further order for 180,000 ton- 
nes was confirmed by Bangkok. In 


1983, Malaysia bought almost 60% of 


its imported rice from Thailand. 

Thailand's major purchases from 
Malaysia continue to be petroleum, fol- 
lowed by timber, vegetable oils, 
machinery and manufactured goods. In 
the first half of 1983, Thailand bought a 
total of M$654 million-worth of goods 
from Malaysia. Up to now, most of the 
tourist flow between the two countries 
has been from Malaysia, but signs point 
to increasing visitor numbers from 
Thailand in the past year. 

Because of geographical proximity 
and complementarity of demand with 
what Malaysia can supply, Singapore 
and Thailand for most purposes con- 
stitute Malaysia's Asean trade. Out of a 
total 1982 intra-Asean trade of M$13.8 
billion (3096 of total trade) these two 
countries took between them 28.7% of 
total trade, or 95.6% of Malaysia's 
intra-Asean exports. Indonesia by 
comparison bought less than 1% 
(0.3%) of Malaysian exports in 1982, 
marginally down from 0.5% of total 
exports taken the year before. Goods 
and services from Malaysia tend to be 
foodstuffs or light goods bought by 
geographically proximate purchasers 
and the 1982 export figure (M$46 mil- 
lion) stands only M$4 million higher 
than in 1978. 

The Philippines takes only slightly 
more of Malaysia's exports, buying 
M$123 million worth in 1982. Drama- 
tic increases in sales to Indonesia or the 
Philippines seem unlikely, given com- 
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 plementarity of most of their export products with 
Malaysia's, but traders doing business with these two 
countries reportedly have been the most interested in 
- learning more about PTAs. Completely reliable data for 
M alaysian sales to Brunei is scanty, largely because of in- 
formal cross-border commerce. Statistics show Asean's 
newest member buying about as much Malaysian goods — 
- M$93 million — in 1982 as Indonesia. 
| E At the recent fifth Asean Banking Conference in Manila 
dn February 1984, Malaysian banker Chong Kwong Yuen 
said that Malaysian trade with the Philippines especially is 
— hampered by distance and inadequate shipping: insuffi- 
- cient cargo volumes result in shipping rates which, in some 
instances, make it dearer to ship products to the Philip- 
pines, Indonesia or even to East Malaysia than to Europe. 
M Major Asean shipping lines, including the Malaysian Inter- 
national Shipping Corp. (Misc) schedule most of their bulk 
E ‘services to distant, metropolitan delivery points. Malay- 
sian officials believe the low Asean gross-registered ship- 
ping tonnage (2.7% of global tonnage) means trade to its 
more distant archipelagic Asean neighbours will remain 
1 ow for many years to come. 








With near 600 branches in France and total 
. eustomers' deposits of 29 billion french francs as 
. of December 31st 1983, Crédit du Nord is a leading 
J bank in its own country. 
- Established since 1848, Crédit du Nord has 
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In 19 ndonesia and Malaysia | 
clu ded a Grade e agreement to promo SES. | 
ning of commerce between the two states 
and production of competition in marketing 
commodities common to both. It has not 
been notably useful. One problem is costly 
intra-island shipping compared to rates set 
by conference lines that carry palm oil, rub- 
ber, tin, pepper, tea, coffee and timber pro- 
ducts from both countries to Japan, the 
United States and Europe. Trading perspec- 
tives also diverge in another area of com- 
plementarity — oil production! Indonesia re- 
mains an Opec member while Malaysia has 
chosen not to join. Even in broader commod- 
ity-marketing approaches, the two countries often see 
things differently: Jakarta reportedly takes a dim view of 
rubber and tin counter-trade proposals (for trade with out- 
side countries) that Malaysia made at the last session of the 
Asean Working Group on Trade in December 1983. 

Malaysian companies actively pursuing intra-Asean 
trade tend to be found within well-worn grooves, such as 
exporting firms trading to Singapore. One area of promis- 
ing greater returns for Malaysia is provision of plantation 
expertise by recently Malaysianised companies (such as 
Sime Darby and Kumpulan Guthrie). The REVIEW under- 
stands that renewed attention by the Philippines and In- 
donesia to plantation crop earnings may result in manage- 
ment-services contracts for Malaysian firms to open up, re- 
habilitate or manage existing and new acreages. 

Another encouraging development at the individual 
company level comes from unexpected successes by small 
Penang- and Johor-based light-industrial enterprises, 
which now export fabrication machinery to Indonesia and 
Thailand. Some large Sarawakian timber concerns have 
developed sales and investment stakes in Indonesian 
plywood factories as well. R) 
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A leading french bank 


always devoted its activity to commercial 
banking, and gives you the opportunity to take 
advantage of its experience by contacting the 
International Banking Division, 57, Boulevard 
Haussmann - 75008 PARIS - Télex : 641379 CDN. 


erseas network : Belgium, Brazil, Canada, Italy, Monaco, Singapore, Spain, United Kingdom, U.S.A., West Germany. 
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We take care. 




























pe: 


PHILIPPINES - m resa 


Asean's poor 
relation 


By Jose Galang in Manila 

The Philippine Government's preoccu- 
pation with domestic, political and 
economic problems could affect further 
expansion of its relations with the rest of 
the Asean. Its partners in the six-nation 
community are viewing with anxiety 
current Philippine efforts to return sta- 
bility to its internal affairs, badly 
shaken since August 1983 when widespread rumours of 
President Ferdinand Marcos’ illness accompanied the 
shock of the killing of top opposition leader Benigno 
Aquino at the Manila International Airport as he returned 
from a three-year self-exile in the United States. 

Marcos has always been looked up to among his Asean 
peers for the strong leadership he manifested in the past in 
helping turn the regional grouping into a credible institu- 
tion. Events in the Philippines in the last four months of 
1983 — for all their impact on Asean affairs also — could 
not have been simply ignored by the rest of the region. Al- 
ready forced into an austerity programme early in 1983 fol- 
lowing warning signals on its heavy foreign-debt burden — 


L 


asean 





which at last estimate was placed at some US$24.7 billion“ 


— the Philippines fell deeper into the mire as its interna- 
tional reserves shrank to a horrendous low of US$600 mil- 
lion towards the close of the year. The reserves plunge was 
partly due to a correction the government had to make to 
overstatements made earlier and to capital flight precipi- 
tated by uncertainties during the period after the killing of 
Aquino. 

The Philippines has been forced into a moratorium on 
debt-principal repayments (the first 90-day moratorium 
which ended on 16 January had been followed by another 
90-day relief to end on 16 April) as the inflow of funds re- 
mained at woefully low levels. Foreign investors are in no 
hurry to get in despite some incentives announced by the 
government: foreign trade stood at abnormally low levels. 
The seriousness of the Philippines' problems became obvi- 
ous when US President Ronald Reagan decided to put off a 
planned visit to three Asean capitals — 
Manila, Jakarta and Bangkok — in 
November; widely believed to be the 
result of fears for his safety in Manila 
(where big anti-government demon- 
strations were frequently held at the 
time) and possible impressions of sup- 
port for a government whose credibil- 
ity had been tarnished by the airport 
murder. That Reagan visit could have 
demonstrated Washington's oft-re- 
peated assurance of support for the re- 
gional bloc, but turned into a disap- 
pointment for many simply because of 
the sensitivity of the Manila stopover. 
Reagan had originally been scheduled 
to visit only Indonesia, but the Philip- 
pines and Thailand were included in 
the itinerary later, reportedly after 
some pressure. 

The lame performance of the Philip- 
pine economy in recent years has also 
given the country an unenviable tag as 
Asean's poor cousin. The gross na- 
tional product grew in 1982 by only 
2.5%, slightly higher than Indonesia’s 
record. But in 1983, the Philippine 
HS iln rate of only 1.4% had be- 
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come | the slowest amon; i Asean five. 
Economists expect that its Current o B could slow 
down the growth further to almost zero, or even a negative 


mark, in 1984 and pull down the region's overall perform- 


ance which should be benefiting from the economic re- 
covery in the West. 

This blemished record has not escaped the private sec- 
tor's notice. Philippine businessmen have been earnestly at 
the forefront in past efforts to work out definitive arrange- 
ments to implement various Asean economic programmes. 
“Now everybody looks down on the Philippines," com- 
plained businessman Jose Concepcion, whose RFM Corp. 
has been among the most active in securing trade and in- 
vestment tie-ups with other enterprises in Asean countries. 
“It’s really unfortunate because the Philippines must really 
boost trade and attract more investments now," he said in 
an interview. 

The gravity of Manila's problems is such that it cannot 
rely only on its Asean partners for rescue. A big part of that 
assistance could only come from the US, still its biggest 
trading partner and major source of investments. In fact, 
despite the non-aligned orientation of the Asean grouping, 
the Philippines maintains close ties with the US, its former 
colonial master. In 
May 1983, the Phi- 
lippines signed a 
new agreement for 
the maintenance of 
military bases in the 
country. The new 
agreement, for the 
period 1984-89, 
grants a compensa- 
tion to the Philip- 
pines of US$900 
milion — US$475 
million as Econo- 
mic Support Fund 
for use in develop- 
ment and communi- 
ty and social pro- 
jects around the 
base areas; US$300 
million for mili- 
tary-sales credits, 
and US$125 million 
for outright mili- 
tary grants. The 
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amount for the total package was substantially up from 
~ US$500 million in the previous five-year period. 


The other major Philippine trading partner which has 
kept close tabs on Asian affairs is Japan which, unfortu- 
nately for Manila, appears hesitant at the moment to ex- 
tend maximum assistance. For instance the Philippines, as 
part of its debt-restructuring exercise, had sought the con- 
version of its next aid package into a commodity loan (from 
project-loan status) to help ease the current shortage of 
materials and spares for Philippine industries. Tokyo 
blamed government bureaucracy for preventing it from 
granting the request speedily. 


pines? Apparently not much. Prime Minister Cesar 
Virata recently noted: “Asean ‘economic coopera- 


T H ow have Asean programmes benefited the Philip- 


tion, especially in the fields of trade and investment, has 
— not advanced as rapidly as we would have wanted it to." 


For instance, the Asean preferential trading arrangements 
(PTA), formalised in Manila on 24 February 1977 to 
enhance intra-regional trade, now cover some 16,000 pro- 
ducts, but volume of trade in these has not expanded sub- 
stantially. In the case of the Philippines, the share of its 





Tourists' Manila: this could suffer if local conditions deteriorate. 


other Asean partners in its total world trade moved up from 
6.8% in 982 to only 8.5% in 1983. Bank president and lead- 


— ing economist Jesus Estanislao forecast in a study that 
— trade among Asean countries would shrink to about 17% of 
— their total international trade by 1990, from 19% in 1970. 
— The Philippines, according to the same study, would in- 
— erease its trade with the rest of Asean to about 10% in 1990, 
_ from 2.5% in 1970. 


At a recent meeting of Asean bankers in Manila, it was 


noted that the main obstacle to intra-regional trade was the 
_ underdeveloped business infrastructure of some Asean 
— members and the fact that they themselves compete against 


each other in other markets. A lack of complementation in 
trade — owing to various states of industrial development 
in each — has worked against Asean trade cooperation, it 
was pointed out. 

Two new measures instituted by the Philippine Govern- 
ment in 1983 could dampen future trade with the rest of 
Asean. The first is the imposition of additional 3% ad val- 
orem duties on all imports, and the second is the requiring 
of deposits of duties at the time of signing of letters of credit 
covering imports. However, Philippine trade officials have 
agreed to maintain the negotiated margins of preference 
under the PTA but these margins would be computed after 
the additional duties. 

Concepcion, whose Republic Dynamics Corp. is finalis- 
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wee | i ing an investment tie-up with i Siam “ement (c (of Thailand) 


subsidiary and a Malaysian firm, believes that setting up 


. joint ventures among private enterprises in the region can 


boost intra-regional trade. “Joint ventures raise the level of 
relationships [among the companies]. Besides, if you are re- 
ally after comparative cost advantage [on imports], you'll 
probably get it better if you buy from Japan than in an 
Asean country. But that would not lead to the increased 
intra-regional trade we want to achieve," Concepcion said. 

As far as the Philippine private sector is concerned, the 
real breakthrough appears to be in the Asean joint-venture 
agreement which now allows even two-company joint ven- 
tures. Philippine businessmen are optimistic that they will 
be able to participate in such ventures. This should be 
boosted further by the coming launching of the Asean 
Trading and Investment Corp. which will not only seek 
products which can be traded aggressively in the region — 
and take full advantage of current margins of preference — 
but also search for investment opportunities. Investment is 
what the Philippines is in bad need of at the moment. One 
recent study notes that among the original Asean Five, the 
Philippines had the highest dependence on debt for funds: 
the study says that only 4% of the net funds inflow to the 
country represented private-foreign investment, while 
96% was in the form of public debt. The most impressive 
performer was Singapore whose debt represented only 2% 
while private investment accounted for 98% 
of total funds inflow. 


industrial projects, a programme 

adopted in 1978 as a means of utilising 
resources available in the region to broaden 
complementarity of their economies, is a cop- 
per-fabrication plant. The project sounds rea- 
sonable, given that the Philippines is a major 
copper producer. However, current problems 
being encountered by the Philippine copper 
smelter, in securing enough copper supplies 
to maintain a viable operation, may put 
that Asean undertaking in jeopardy. The 
smelter is programmed to supply feedstock 
for the proposed Asean copper-fabrication 
plant. 

The government recently instructed Philip- 
pine copper producers to allocate part of their 
output to the smelter's operator, Philippine 
Associated Smelting and Refining Corp. 
(Pasar) which is partly owned by the govern- 
ment. Resistance to the Pasar project has been | 
raised recently owing to its higher refining and smelting ` 
charges compared to those charged by smelters in Japan 
and Taiwan. Earlier, the copper producers had been re- 
quested to reserve at least 30% of their output for the 
smelter but, given that it has apparently not operated at 
economical levels, most mining firms are now reported to 
be funnelling about 40-50% of their production to the 
smelter — which they can otherwise take to other smelters 
overseas at more competitive rates. 

The recent Marcos visit to Brunei during the sultanate's 
independence celebrations could prove useful in Manila's 
bid to regain lost credibility. The trip provided Marcos the 
opportunity to show his Asean counterparts that he was not 
as terribly ill as portrayed in various reports. He was also 
reported to have secured oil-rich Brunei's assurance of as- 
sistance in his government's current problems. Also, more 
Filipino workers may be hired on Brunei projects. 

Whether Manila is ready to host a summit meeting of 
Asean leaders this year is another issue. Given the serious- 
ness of the present foreign-exchange squeeze on domestic 
industries — which has led to a wave of worker dismissals 
from factories — any deterioration in local conditions 
could prove too embarrassing for the Philippine leaders. 
For the moment, therefore, the Philippines will be deeply 
absorbed with keeping house before it can turn to its re- 
sponsibilities towards its Asean neighbours. LR | 


T's Philippines' contribution to Asean 
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Singapore sets new horizons for 


e Arab Banking Corporation. 


Arab Banking Corporation (ABC). the Bahrain which are strengthened by a thorough knowlede 


based international bank, has established a branchin these areas and their business potential. 

singapore thereby increasing its worldwide scope. ABC offers a full range of commercial 

The branch will focus its attention on the strengthening merchant and investment banking products. 

of commercial and trade relations between Asia and including effective and innovative financial packags 

the Arab world. that can be designed for your specific requirements 
ABC is supported by an international branch With an equity of USS 965 million at 

and subsidiary network which includes Bahrain. December 31.1982 and total assets of over USS 7 billion 

New York, London, Milan, Frankfurt and Monte Carlo. | ABC has a solid base for continued growth and 

ABC's financial managers are well placed in both the expansion of its international network and 

Arab and Asian regions to provide banking services services for its customers. 


The Bank with performance and potential. 


Arab Banking Corporation, I 4th storey, Shell Tower, 50 Raffles Place. 0104 Singapore. 
Telephone: 224-2977. Telex: RS 28989 ABC SNG. 


Head Office: Bahrain. Branches and subsidiaries in New York. London. Milan. 





Grand Cayman, Frankfurt and Monte Carlo. 
Representatives Offices in London and Rome 
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i PREA ESPERE NEC E Perhaps the single greatest resource that has made Japan the economic g 
%5 Total Deposits power it is today is its people; and those people have chosen to make DKB 
Japan's largest bank, with assets of more than US$114 billion. The reason? 
No bank better understands the hearts and minds of the Japanese people or 
Japan's financial world. How? Through DKBs vast domestic branch network that 
maintains close financial relations with almost all of the leading national 
companies. This network has led to DKBs becoming the bank chosen by one out 
10.000 lil of every two foreign or foreign-affiliated companies in Japan for sophisticated 
79 '80 81 '82 ss international financing and up-to-date data on the Japanese scene. 

If you're interested in putting DKB’s expertise and capabilities to work for you, 
contact your nearest DKB office. DKB maintains offices in more than 40 major 
financial centres throughout the world. 

DKB: the international bank in the heart of the Japanese financial world. 
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Hong Kong Associated Companies in: Hong Kong, Bangkok, Singapore, Kuala Lumpur, Jakarta, Manila 
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Starch and glucose on a worldwide scale 


Two industry leaders combine their exceptional talents 
and experience to offer the very latest 
in turnkey factories. 
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DESMET + — | AMYLUM E 

As the leading producer of AMYLUM is a member of an 
agroindustrial turnkey installations, international group, with associated 
DE SMET specialises in supplying factories in Belgium, Great Britain, 
turnkey plants and other equipment Spain, Greece and Morocco, and 
for the extraction and refining of produces a full range of starches 
edible oils, processing beet and cane and derivates. The company's 
sugar, valorising animal by-products, products enjoy a reputation for the 
and for storing and handling grain very highest quality, in both the 
and fodder. With its remarkable food and non-food industry : pure 
technical and commercial background, and modified starch, glucose 
DE SMET can provide industrialists syrups, dextrose and maltodextrin. 


and investors alike with the security of The AMYLUM group is the leading 
the company's extensive experience in European producer of fructose and 


the supervision and successful isoglucose (HFS and EFS). 

completion of major projects. AMYLUM applies its own 
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factories throughout the world. Argentina, Brazil, Colombia, Egypt. 

France, Indonesia, Malaysia, Mexico, the 
Write to : Philippines, Spain, the Sudan, Turkey and 
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company's commercial representatives are 
constantly visiting customers and prospects 
all over the world 
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The Blue Stockings Struggle 


Flowers in Salt by Sharon L. Sievers. 
Stanford University Press. US$22.50. 


T beginning of the Meiji period 
(1868-1912), after more than 200 
years of Japanese isolation from the 
rest of the world, marked the beginning 
of a long struggle for women’s libera- 
tion. Despite the flood of new ideas 
from abroad, the Meiji government, in 
the name of national prosperity, delib- 
oppressed and exploited 
women. This fine study, through the 
lives and works of important, but rela- 
tively unknown women, up to the fa- 
mous literary movement of the Blue 
Stockings led by Raicho Hiratsuka 
from 1911, shows how they fought this 
oppression. 

Inspired by the Meiji emperor’s new 
Western-style haircut, which he 
sported in public, short back and sides 
were encouraged for men as a symbol 
of progressiveness. It also showed a 
modern willingness to contribute to 
the building of a new Japan. But when 
the women of Meiji started wearing 
their hair short too, this was banned. 

Nevertheless, Meiji men had to re- 
consider their traditional ways of 
treating women for fear of appearing 
uncivilised in Western eyes. Those who 
had visited the West began to realise 
the importance of the woman’s role in 
the home and some saw a connection 


between the higher status of women in 
the West and its economic and political 
success. 

In the 1880s Japanese women began 
to speak for themselves on public plat- 
forms as part of the nationwide Move- 
ment for Freedom and Popular Rights. 
Women were encouraged by speeches 
by other women, such as Toshiko 
Kishida, to start their own organisa- 
tions all over Japan. But the govern- 
ment, worried by the increasing influ- 
ence of these women, revised regula- 
tions on public meetings and made it 
illegal in 1890 for women to partici- 
pate in politics at any level. 

Not that socialism provided a better 





Nomi workers oy a ing fight for rights. FINANCIAL TIMES 





SOCIOLOGY 


Problems of a working housewife 


Bus: World by Gail Lee Bernstein. 


Stanford University Press. US$19.50. 


aruko, the subject of this book, may 

dismay anyone who thinks all Ja- 
panese women are as ideally feminine 
as they are reputed to be. She is quite 
crude. But many more sophisticated 
women share her problems. 

Haruko Utsunomiya is a Japanese 
farmer's wife living on the southern is- 
land of Shikoku. Bernstein stayed at 
her home at various times between 
1974 and 1982, a total stay of six 
months. The wealth of information 
collected during her stay has been 
turned into one of the most intriguing 
books about the Japanese to have ap- 
peared in recent years. 

Through the experiences of Haruko 
and other women, the book describes 
the problems of farming families in 
Japan. It goes into living conditions, 
family relations — especially between 


inpthers and daughters- in-law — and 


eere we — T 


also into social institutions such as the 
Women's Guild. 

Japanese agriculture is, in the main, 
a series of small family businesses and 
like many such businesses has tradi- 
tionally depended on women's labour. 
In recent years it has become custom- 
ary for the wife to do all the farm work, 
while the husband finds an outside job. 
But Japanese women, even the busiest, 
are still expected to conform to the 
image of the ideal housewife. The ever- 
childish Japanese male is not expected 
even to operate a simple washing 
machine. Thus, though Haruko is one 
of those very busy women who do all 
the farm work, she still calls herself 
"just a housewife," rather than a 

"working woman." 

Changes in living and working con- 
ditions have changed human relation- 
ships too. Haruko and her husband, 
Shoichi, happily allow their son and 
daughter to pick their own careers, 
whereas Haruko's own father did not 








solution for women. Hideko Fukuda, 
in her magazine Women of the Woi 1d 
(1907-10), repeated that any social 5 
change had to be preceded by a chan; 
of male attitudes. But most of the 
magazine’s other contributors, mostly 
male socialists, advocated hat 
women’s liberation would come ai 
tomatically with socialism. us 
The most impressive people in this 
book are the young female workers 
encouraged to join the labour force dr 
the textiles mills since the 1870s. It is 
remarkable that in 1894-1912 women 
constituted 60% of the entire indus- 
trial labour force in Japan. And it was 
these textiles workers who, withou 
any help from outside, orga isec 
strikes in 1886, protesting against 2 


palling working conditions. Sieve ers 
writes about these workers with s m- 
pathy and admiration. She also makes 

clear the fact that the 


feminist movement failed to 
involve them in its sti V 
gle. E 
Sievers puts the J apanes 
movement in a wider istam 
cal context, comparing it 
similar movements 
Europe and the Unite 
States. It may seem, com- 
pared to the West, that the 
Japanese. feminist move 
ment made little impact. 
Nonetheless, the Meiji- 
period feminists painfu 
laid the groundwork for the 
liberation of women 
day. — HUMI KOG/ A 
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let her become a schoolteacher, as he. 
wished. Haruko only became a farmer 
because she happened to marry one. | 
At a deeper level, however, family 
relations have not basically changed. 
Haruko acts out her roles as mother 
and wife enthusiastically and expects 
her children to act out theirs; to ensure 
that, she spoils them rotten. She is, 
after all, not so very different from heri 
own father. N 
This is a serious book but also is high- 
ly readable and even comical at times. 
This is partly because both Haruko and © 
Shoichi are such lovable characters, — 
and partly because the narrative style | 
is so vivid. It succeeds admirably in ex- - 
posing the depth of Japanese social. 
problems, as well as specificalls 
female problems. It shows that t 
women's problems can neither be e 
wholly caused nor solved by women. 
alone. It also makes nonsense of that | 
pathetic Japanese claim of being mis- 
understood by foreigners: it argues 
that Japanese ought to be identifying | 
with each other rather than looking - 
over their shoulders at the outside - 1 
world. —H. K 
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The Controller's Handbook 
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money market professional a selecti l 
volumes. Each book is designed to give you the kind of i 


197, Investment Manager's Handbook i 


A reference that is a single 
comprehensive guide to developing 
portfolios that will most benefit your 
clients and yourself. The 41 
contributors to the book represent à 


| blue-ribbon group of top investment 


professionals. and the information is 


| decurate. innovative and practical. 


1037 pp. US*60.00 
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200. Chief Executive's Handbo 
Ninety chief executives have 
contributed 83 chapters to this book 


| chapters which cover every facet of the 


chief executive's job. The list af 
contributors reads Bke a who's who of 
American business. The Chief 
Executive's Handbook contains a 
brilliant panoply of the ideas, insights, 
hunches, observations, and thoughtful 
ruminations of the people who are on 
the firing line every day. 1106 pages 
Us$60.00 
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203. The Bankers' Handbook 
| Covers every topic of importance to the 


practising banker and the businessman 
who uses the services of a bank. Hs 87 
chapters place the money knowledge of 
90 of the country’s leading bankers at 
the fingertips of bankers and 
businessman alike, im concise. 
analytical sivie. Easy to use to help the 
businessman determine the best 
methods for improving the handling of 
his own banking. 1191 PP. USS60.00 
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198. The Managerial and Cost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting 
problems of modern business 
enterprises. Includes: background and 
concepts, use of information, 
organisation and control systems. 
emerging trends and much more! 1297 
pp. US$60.00 


201. The Treasurer's Handbook 

The Treasurers Handbook will 
provide you with an almost 
inexhaustible source of ideas which vou 
can apply to both day-to-day work as 
well as to. even more umnportant 
function of long-term planning. For 
those who wish to do further research 
on any particular subject. the editors 
have included a compilation of 
references which enlarge on the 
coverage in the book, 1210 pages. 





204. Financial Executive's Handbook 
A compact, authoritative source of 
informatian on every aspect of finance. 
The 73 authors, cach a leading 
corporate executive and an export in his 
field, cover areas such as management 
control, capital management, 
accounting, mergers and acquisitions, 
systems analysis, asset management. 
etc, 1264 pp. US$60.00 
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432. Money Market Calculations 
Yields, Break-Evens And Arbitrage 
Without the use of a computer, 
hundreds of calculations for 
determining the true yield of 
money market instruments under 
varying conditions can be done, 
and this books shows how., 
Formula's for yield, total return, 
market valuation, accounting 
valuation. expected rate of return, 
yield on daily compounding basis 
and much, much more are 
included. 429 pp. US$36.00 








439. Your New Swiss Bank Book 
Anaccurate guide for planning 
your security in the turbulent 
1980's. Includes all the facts you 
need to know: the four limits to 
Swiss bank secrecy, what the great 
values of Swiss banks outside 
Switzerland are, what services 
given amounts of capital will buy. 
whether you should have a 
‘numbered account and much 
more! 299 pp. U8$20.00 





428. The Business Of Winning 
How to succeed in business by 
really trying! A comprehensive 
basic and advanced guide to 
managing for personal and 
corporate profits, illustrated by 
detailed examples, how-to-do-it 
kits and case histories. 227 pp. 
US$20,00 
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433, Modern Portfolio Thee 

in a unique blend of the acai 

and practitioner's points of v 

this volume provides the paruo 
manager and the individual 
investor with current state of the 
art concepts and applications fer 
money management. The concept: 
are clearly stated with diagrams 
and graphs to support and clarify. 
the explanations. Supplements 
provide mathematical details: 523 
pp. USS55,00 








440. Foreign Investment In Unites 
States Real Estate 

if you are a non-citizen considerit 
investing in US property or à 
person who wants to meet the 
foreign investor's needs, this book 
will save vou timc, trouble andy 
money. This comprehensive gi 
follows the investment procd 
from the buyer's view poirit EM 
deals with the special problems oi 
anonymity. currency controls 
property management, joi —. 
ventures etc. 655 pp. USS60.56 















429. English Communication 
System The World Of Business 
Management 
A comprehensive Chinese and 
English course reviewing all 
management basics. Covers 
development, budgeting, 
statements, marketing, producti 
systems, payrolls forms etc. Fou 

inglish cassette tapes contain. 
dialogues relating to every aspe 
of the business management 
environment and operation. 
US$EPHEO0 — 
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investments — or who is interested 
in learning more about them. 
Bankers. portfolio managers and 
corporate financial officers will 
relate to the sections on hedging 
against interest rate risks. 
Individual investors will find 
alternate strategies to fit both 
conservative and speculative 
objectives. 413 pp. US$35.00 
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Sankers can prudently seek to 
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constraints imposed by liquidity 
and interest rate risk arid by 
capital adequacy. A crucially 
importatt management area! 429 
pp. USS42.00 
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To Commodities Trading 

A valuable reference that staris 
with a general overview of the 
market, and continues with 
analysis of commodity price factors 
which determine cash price and the ^]: 
“specific facts and trading systems. 
“that the trader will be d 
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Hongkong treads a politically safe line in efforts to cut deficits 


f 





By Philip Bowring in Hongkong 
onfronted by the prospect that 
budget deficits, once so rare, 
could become endemic, Financial 
Secretary Sir John Bremridge has 
made choices for 1984-85 (beginning 
March) which are politically astute but 
may have longer-term dangers. 
Spending is being tightly held down 
in all areas except health, education 
and social welfare. Additional revenue 
is being raised not, as on most occa- 
sions in the past, primarily through in- 
creased rates of indirect tax but by a 
sharp rise in direct taxation. Corpo- 
rate-profits tax is being raised from 
16.595 to 18.596 and the standard rate 
on income from salaries, property and 
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2.5 
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2.2 
1.8 
0.8 
1.1 
0.4 
0.4 
1.0 
0.4 
0.6 
1.5 





unincorporated businesses from 15% 
to 17%. 

Also, efforts will be made to widen 
the ambit of liability to tax in Hong- 
kong — efforts which, if pushed too 
rigorously, could drive business away. 

These new tax rates impinge directly 
only on a small section of the commu- 
nity — only 30,000 are in the new top 
salaries-tax bracket — and thus were 
regarded as politically safe. Mean- 
while, taxes on consumption have been 
left mostly unchanged and only one 
new one introduced — a tax on cross- 
harbour tunnel usage which has raised 
a predictable outcry from the small but 
inordinately influential motorists’ 
lobby. 

The only other significant addition 
to indirect tax is an extra HK$175 mil- 
lion (US$22.4 million), to HK$1.3 bil- 


lion in property rates, a modest 
amount considering that rateable 
values recently have been revised for 
the first time since 1976, and public- 
housing tenants will be shielded from 
the increase. 

The net result of the changes is that 
tax increases totalling some HK$1.5 
billion will go less than half the way to 
meeting the revenue gap. So there is a 
projected deficit (before adjustments 
given in the accompanying table) on 
general-revenue account of HK$2.1 
billion. It will be met partly by 
drawndown of reserves and partly by a 
HK$1 billion bond issue. Even after 
the drawdown, reserves will be nearly 


HK$15 billion. But they will have fall- 
en from HK$22.5 billion. And for the 
first time, by 1985 contingent 
liabilities, now HK$13.7 billion — 
mostly in loan guarantees of which 
roughly half are in Hongkong currency 
— are likely to exceed reserves. 

Bremridge could have gone further 
in raising revenue to avert a record 
third successive deficit. But he was 
clearly anxious about popular reac- 
tion. He said he was “well aware of the 
unpleasant shock” that resulted from 
last year’s swingeing increases in 
the narrow range of indirect taxes. 

He was at pains this year, also, to 
minimise the tax impact on consumer 
prices and on poorer people. Such an 
appeal to egalitarian principle — 
perhaps at the expense of economic 
and fiscal efficiency — is rare in Hong- 


Cross-harbour tunnel tollgate: a predictable outcry. 


The soft-shoe shuffle 


kong and was not unconnected with 
the political situation. From a political 
point of view, the budget was a success. 
Praise for its fairness was widespread. 

At the same time, Bremridge made it 
clear that budget problems would not 
disappear simply because the economy 
was out of recession; nor even with the 
fact that tight control on spending (and 
the export boom) in 1983-84 halted 
the inexorable growth of government 
spending as a proportion of gross 
domestic product. The ratio is even ex 
pected to decline in 1984-85. 

For a decade, fiscal fortune smiled 
on the government. Revenue rose fast- 
er than GDP without need for signifi- 





cant tax changes. But the situation has 
been at least temporarily reversed. 
And in the current political context 
this evidently raises the danger that 
the government will again seek the 
most popular way out of its budgetary 
problems. 


liance on direct tax is not justified. 

Currently it constitutes only 37% 
of revenue. And if the government 
can finally wean itself away from the 
drug of property-income dependence, 
it will be less tempted in the future 
to take a benign view of speculative 
land booms. 

Hongkong tax rates remain relative- 
ly low — though the effective rate of 
salaries tax, other than at the very 
highest levels, is now roughly on a par 


| is hard to argue that greater re- 
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with Japan and Singapore. The pro- 
fits-tax rate is nominally still much 
lower. Most in Asia are in the 35-40% 
range. But such things in other coun- 
tries astax holidays, favoured industry 
incentives and the impact of rapid de- 
preciation allowances on high nominal 
rates make direct comparison very dif- 
ficult. | 

^ For Hongkong, the operating envi- 
 ronment — lack of exchange controls, 


reasonable costs for factories and 


utilities and absenceof wageoverheads 
., $uehasprovident funds —are probably 
more important than tax rates in af- 
tracting investment. However, at 
-18.5% and with relatively few allowa- 
ble deductions, it is no longer the con- 
Spicuously low-tax environment that 
it used to be. The increase may also dis- 
courage use of Hongkong by interna- 
‘ional companies which pass profits 
hrough Hongkong because they prefer 
to pay tax here rather than elsewhere. 
. Despite the rises in the budget, pres- 
. sure is still strong from some quarters 
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'efront have been the 








and seek political influence. 
- "The 1984-85 estimates are, as usual, 
conservative. Both profits tax and land 





sales could well bring in more than - 


. projected. But almost certainly there 
still will be a substantial deficit both in 







85-86, land revenue probably will 


oosted by a HK$1.9 final payment 
1e Exchange Square site in Central 


development premiums on sites above 
Mass Transit Railway (MTR) stations. 
-As it is, to keep the deficit within 
bounds in the coming year, capital 
spending has had to be held back well 
below 1982-83 levels in current-price 
terms — though the impact on actual 
. construction has been mitigated by a 
. fallin building-tender prices. | 
~ Nor do all estimates turn out conser- 
. vative: For 1983-84, Bremridge's origi- 
-= nal forecast of the overall deficit was 
- uncannily accurate. But both revenue 
. and expenditure were HK$2 billion 
Short. Revenue was hurt by a fall in 
corporate profits and consumer resist- 
ance to sharply higher motor, tobacco 
and alcohol taxes. Expenditure was 
held back by slower capital-works 
outlays — and some accounting man- 
^ oeuvres. | | 
. _, Revenue in 1983-84 was actually 
>+ lower than in either of the two preced- 
g years and only fractionally above 





ther direct tax increases. There | fli 
en “soak-the-rich” appeals for. 
Salaries and profits 


ary ducated salaried |' 


1984-85 and in the following year. In 
from the 1984-85 level which will | 


district and the delayed payment of | 








1980-81. The balance of revenue has, 
however, improved dramatically. In 
1980-81, during the land boom, capital 
revenue at HK$11 billion was 37% of 
total revenue, whereas now it is back 
down to little more than 10%. 

For the coming year, recurrent 
spending is forecast to grow 15.794, 
which translates into a substantial 6- 
7% in real terms. Capital outlays, how- 
ever, will be static in money terms, rep- 
resenting a real decline. This is partly a 
reflection of a winding-down in heavy 
infrastructure spending, particularly 
on transport. Publie housing, where 
construction is running at 39,000 flats 
a year and expected to rise to 45,000, 
has not been affected. 


ecause of the capital spending 





rise only 8% —- significantly 


below the forecast rate of growth of the | 


economy as a whole. The government is 
expecting GDP to rise 6% in real terms 








 (HK$ billion) 


Revenue. 
Recurrent 
Direct 
Indirect 
Other 
Capital 
Tota 






Expenditure .. 
Recurrent. 


Capital 
. Total! ; 7 
Balance 











Public sector as % GDP | 


1. After deduction of one-off HK$250 mi 
time of abolition of interest tax. 





2. After adding back HK$360 million revenue from sale of equity investment! by Develo 


Fund to Exchange Fünd. 


3. Adjusted to take account of actual capital expenditure rather than movment into and out € 


Capital Works Reserve Fund. 


4. Consolidated account, excludes Mass Transit Railway. Due to recent revision of 1973-83 GOP 
estimates figures not comparable with previous series. 
Source: Derived from Hongkong Government statistics. 


or 16% at current prices. As in 1983, it 
is expected to be export-led, with 
a 12% real increase in exports, re- 


exports up 16% and domestic exports 


up 10%. It also envisages imports ris- 
ing less steeply than exports, implying 
a further improvement in the current 


account. Although exports at present 


are very buoyant, following 1983's 


be difficult to reach if the United 


"States recovery falters. 


The export forecast is based on sales 
to the US rising a further 1196 in real 
terms after a 26% leap in 1983, those to 


West Germany by 7% and to Britain by 


4%. Sales to China, now the fourth- 


| largest outlet for domestic exports, are 
expected to jump another 35% after a 





hold-down, total outlays will. 






















14% surge, the export forecast could | 





50% rise in 1983. Sales tothe 
world are expected to gr 
er than last year — whic 
optimistic given economi 
the Middle East, Africa; 
Southeast Asia and the sri 

pean markets. 

















on plant and equipment 4 
presumably as buoyancy o 
turing demand overcomes p 
certainties. E 
Domestic demand will lag s 
hind exports, though consume 
ing should remain strong 
growth rate of 6% should he 
to hold unemployment at: 
level of 4%, or perhaps lo 
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demand is especially strong in labo 
intensive products. The labour force 
expected to grow by 2%. 
Consumer-price rises for 1984 à 
whole-are forecast to moderate to 
from 10%, but the GDP deflator i: 
pected to rise to 9% from 6% as 1 
ing costs move up again. As the 
of last year's Hongkong dollar de 
ation on prices diminish, the ra’ 
consumer-price inflation should. 
much lower by the end of 1984 —— 7 
However, this assumes only a mod 
decline in the US dollar against ot 
major currencies. If there is a steep fà 
the government admits it will have: 
reconsider its current HK$7.80:Uf 
link if it is to avoid giving ! 


another boost.. 
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Hongkong’s first debt issue since 1975 has built-in 
attractions that should guarantee bankers' acceptance 


By Anthony Rowley in Hongkong 
he Hongkong Government's pro- 
posed issue of HK$1 billion 

(US$128.2 million) of deficit bonds — 
the first such issue for nearly 10 years 
— is as good as sold even before the 
terms are announced. The principal at- 
traction of the bonds is that they will 
qualify as specified liquid assets for 
banks, which means that their success- 
ful reception is a “cinch,” as one 
broker put it. 

To be issued under the Loans (Gov- 
ernment Bonds) Ordinance, the new 
debt instruments will, according to Fi- 
nancial Secretary Sir John Brem- 
ridge’s budget speech, “probably be 
identical to the previous issue in 1975, 
that is, in the form of fixed-rate Hong- 
kong  dollar-denominated bearer 
bonds with a term of five years, which 
will be sold by tender." The difference 
is that thelatestissue will be four times 
larger than the 1975 issue — HK$250 
million worth, with a coupon (nominal 
interest rate) of 6.5%. 

While Bremridge is adamant that the 
government bond issue is in no way 
aimed at helping to develop a still-em- 
bryonic secondary market in bonds in 
Hongkong, market observers are in 
fact hopeful that the government issue 
will help bond-market psychology — 
both by providing a benchmark yield 
for long-term bonds and by encourag- 
ing a mentality which looks more at 
yields to maturity than straight run- 
ning yields. 

The bond issue has to be approved by 
the Hongkong Legislative Council 
around the middle of this month, after 
which terms are expected to be an- 
nounced on 24-25 March. The pricing 
of the issue and the coupon will (as is 
customary) be left to the last minute, 
but the market consensus is that the 
coupon will probably be close to 10% 
— similar to that for three- to five-year 
issues by the United States Govern- 
ment. 

- That way, the bonds would be at- 
tractive on a straight yield basis rela- 
tive to US instruments and a coupon 
below 1096 — say 9.75% — would help 
encourage a single-digit inflation 

psychology. Bremridge indicated on 5 

March that the government would like 

the coupon to be in the 10-11% area, 

but market conditions at the time will 
determine the exact yield. 

The idea of pitching the terms some- 
where near those for second-tier bor- 
rowers in the US seems justified in the 
view of the link now between the par- 
ity of the US dollar and that of the 
Hongkong dollar. This would suggest a 
coupon of 9-11%. 

A running yield in the 9-10% range 


also would be in line with yields for 
corporate bonds in Hongkong, though 
the eligible liquid assets provision at- 
taching to the government issue will 
undoubtedly give it a strong edge over 
otherwise similar corporate instru- 
ments. 

(Hongkong's Banking and Deposit- 
Taking Company [DTC] ordinances 
specify that Treasury bills issued in 
Hongkong or elsewhere with a matur- 
ity of up to 93 days are super-liquid as- 
sets and bonds with less than five years 
to maturity, issued or guaranteed by 
the government [or the British Govern- 
ment] are standard liquid assets, pro- 
vided they are quoted on a stock ex- 
change and have been dealt in during 
the previous six months. The financial 


secretary additionally has discretion 
to designate any other loan instru- 
ments issued or guaranteed by the gov- 
ernment as liquid assets.) 


T previous issue of government 
bonds in 1975 was snapped up by lo- 
cal banks because of their liquidity eligi- 
bility. Apart from those, the only other 
bond issue qualifying as liquid assets 
was the HK$400 million issue of 
9.37596, 10-year bonds by Hongkong's 
Mass Transit Railway Corp. in 1976. 
They too were snapped up largely by 
the banks. The latest HK$1 billion 
issue — in minimum denominations of 
HK$50,000 — also seems destined to be 
taken up by banks and consigned to 
their vaults until maturity. _ 

Asked how he could justify designat- 
ing such instruments as liquid assets 
when there is precious little secon- 
dary-market activity in Hongkong to 


The Mass Transit Railway: bonds were snapped up. 


provide assured liquidity, Bremridge - 
said that if any bank holding the bonds - 


was “in difficulty” and needed to dis- 
pose of the bonds, the official Ex- 
change Fund “would probably have to 
do something about it.” This implies a 
market-making role for the fund — but 
only in extremis. 

Certainly, an issue of HK$1 billion is 
hardly likely to strain the resources of 
the banks. Although banks and DTCs 
as a whole currently hold only slightly 
more than HK$1 billion of local-cur- 
rency floating-rate notes and commer- 
cial paper, their holdings of foreign- 
currency instruments of this kind 
amount to HK$17.4 billion equivalent 
and in addition they hold some 
HK$19.3 billion of treasury bills and 
other securities (including interest in 
land and buildings). 

Beyond the banks, pension funds in 
Hongkong also may find the idea of a 
five-year fixed instrument attractive. 
From the government’s point of view, 
and possibly from the market’s (de; 
pending upon interest-rate expecta- 
tions), a floating-rate issue might have 
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proved attractive at the present time, 
but Bremridge appears to have ruled 
this out. 

The Hongkong money markets are 
currently flush with liquidity, but a 
five-year bond issue could not be ex- 
pected to attract much of this because 
of the differences in maturity involved. 
The attraction of various foreign gov- 
ernment securities also is a factor, 
while interest rates remain at best un- 
certain — and probably likely to rise — 
in the short to medium term. 

The HK$1 billion of government 
bonds compares with some HK$3.5 
billion of outstanding (nominal) 
domestic corporate bonds in the Hong- 
kong market. The biggest of these in- 
clude the HK$1 billion issue by Jardine 
Matheson of 9.5%, 15-year bonds in 
1980, and issues of HK$600-700 mil- 
lion each by Hutchison Whampoa, 
Hongkong Electric and Hongkong 
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Mitsui has continually strived for 
innovation since its foundation in 
1683. As a result, we have always been 
a step ahead of the times. 

We went on to become Japan's first 
private commercial bank and a pioneer 
in the field of foreign exchange. We 
introduced the nation s first on-line 
computer system for deposits and the 
first on-line cash dispenser. Today, as a 
forerunner in the age of electronic 
banking, Mitsui offers its customers up- 
to-the-moment financial advice through 
a global network of 57 offices in 26 
countries not only in the areas of 
international banking and securities, 
but also merchant banking, 
underwriting and consulting. 

Moreover, the Mitsui Bank, together 
with Mitsui € Co., is playing a major 
role as coordinator of the Mitsui Group, 
one of the largest consortiums of 
independent corporations in Japan. 

So if you'd like to see how far a little 
innovation can take you, you know just 
where to look. 


MITSUI BANK 


In our fourth century 


Head Office: 1-2. Yurakucho l-chome. Chiyoda-ku, 
Tokyo 100, Japan Tel: (03) 501-1111 

Telex: J22378 J22559 J22643 J22644 NTT222-3030 
Cable Address: MITSUIBANK TOKYO 

Overseas Network: New York. Los Angeles, Seattle, 
Chicago, Houston, Toronto, Vancouver, Panama, 
Mexico City, Sáo Paulo. Buenos Aires, London, 
Brussels, Düsseldorf. Zürich. Madrid. Bahrain, 
Sydney, Bangkok, Rajawongs, Singapore, Bombay. 
Hong Kong. Jakarta, Kuala Lumpur. Manila, Seoul, 
Beijing, Shanghai, Guangzhou 
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etry which once characterised 
gkong tax system. A combina- 
conceptual changes and in- 
es in the standard rates of tax 


ax-avoidance industry. A battle of 
s at hand between tax officials 
rnment legal draughtsmen on 





onthe other, . = 
rstone.of the system was re- 
October 1983 when the gov- 


mong dollar, abolished in- 
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“against pe d. currency: as 
ign-currency deposits were free of 





ing of offshore funds. However, 
emoval also destroyed one of the 
iciples of the tax system — that all 


ngkong, whether profits, salaries or 
perty income, was taxed once and 
pproximately similar rates. 


lus hole in re- 


(USS7T million)- 
ONE ^ direct tax in- 


th the ne 


reed his en 


nakne S latest” -budgel further 
undermines the simplicity and 


likely tospur the development of: 
and and tax accountants and. 


in a panic reaction to the fall 


necessity to attract direct de-. 
me arising in or derived from 


bolition also left a HK$600 mil- 


By Lincoin Kaye in Singapore 


| A n expansionary budget package of 
SÉ personal- and business-tax reliefs, 
plus a sharp increase in development 
spending, will leave Singapore with a 
deficit of S$3.9 billion (US$1.85 bil- 
lion) in fiseal 1984 compared with 
S$49 million the previous year. This 
deficit, equal to 11% of the republic’s 
1983 gross domestic product, will be fi- 
nanced by an unspecified drawdown 
on the official Development Fund plus, 
presumably, issues of public debt. 

At the same time as offering a fairly 
broad range of tax concessions, the 
government is stepping up infrastruc- 
ture spending on housing and roads as 
well as the new Mass Rapid Transit, or 
MRT system. Total government spend- 
ing will rise by 13% to $$16.6 billion, 
pushing government spending as a 
proportion of nominal GDP well over 
40%. 

The budget again appears to be 
counter-cyclical (and election-anti- 
cipating) providing stimulus to off- 





creases likely to yield HK$900 million 
this fiscal year and HK$1.3 billion in 
1985-86, half of the increase in rates is 
a direct consequence of the abolition. — 

Meanwhile, an anomaly arising out 
of the abolition of interest tax already 
is being so widely exploited that the 
government is having to introduce 
measures to try to stamp it out. The 
problem stems from the fact that bank 
interest received is taxable in the 
hands of companies but not of indi- 
viduals. Interest paid by companies is 
tax deductible. It is thus easy to ar- 


range back-to-back deals whereby in- 


terest is received by individuals from 
banks tax-free, but paid out by com- 
panies as a tax deduction. 

To stop this, the government is to 
eliminate the deduction of interest ex- 
pense where loans are secured on de- 
posits made by closely connected per- 
sons or where credit is made available 
outside Hongkong. If this prohibition, 
still to be enshrined in a bill, is not suc- 
cessful, the government promises more 


‘draconian action. 


An attempt also will be made to plug 
another interest tax loophole — one 
which has existed for years. At present, 
interest income is taxable only if the 





corresponding credit is made available 


= | Singapore spends i more and darani tax relief i in an expansionary 
c > budget, but counts the costin a SUUM increased deficit 
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set the Siawdown in private-sector 
growth in the aftermath of interna- 


tional recession. The slump in the Sin- 


gapore property sector (REVIEW, 8 
Mar.) also will have had some impact 
on government land revenues and thus 
on the financing of the MRT. 

Minister of Finance, Trade and In- 
dustry Tony Tàn announced that indi- 
vidual income tax payers would get an 
across-the-board 10% rebate for.1984, 


followed by scaled-down tax reduc- 


tions for all but the lowest brackets in: 
1985. At the same time, Singapore has: 
» Rationalised and. reduced estat 
duties. - | 
» Broadened eligibility for child reliefl 
to include the estimated one-third of 
the female workforce which has com- 
pleted secondary schooling. 

» Handed out tax incentives to 
bankers for a wider range of interna- 
tional credit-syndication activities. 

» Granted members of the republic's 
fledgeling financial futures exchange 









in Hongkong — the so-called “provi- 
sion of credit test" establishing whe- 
ther the income arises in or is derived 
from Hongkong. | 

Now it is intended to change the law 
so that the locality in which the busi- 
ness is carried on, rather than the loca- 
tion of the money loaned, becomes the 
determining factor. Interest income 
accruing to businesses carried on in 
Hongkong will be taxed regardless of 


.thecurrency or the location of the loan. 


Financial Secretary Sir John Brem- 
ridge expects that this measure will 
yield no less than HK$350 million by 
1985-86. Equally, however, it may sim- 
ply persuade companies to conduct 
more of their financial or funding! busi- 
ness from other locations.- | 

Even if the measure is “ maccesstul, | 
there are theoretical objections to it. It 
further widens the gap between treat- 
ment of corporations and treatment of 
individuals. It also poses the question: 
if financial transactions can be taxed 
in this way, why not other commercial 


undertakings which are conducted 
from Hongkong but whose revenue is 


deemed to arise outside Hongkong? 


he proposal to redefine the tax ambit 
dates back to the 1977 report of 
the Inland Revenue Review Commit- 
tee. That report had long been con- 
signed to oblivion before the removal 
of interest tax prompted the govern- 













port is barely relevant t he: current 


situation. 













^ grounds that: "Detailed and compli- 












depreciation. provisions re ously li- 
mited to manufacturing firms) to cover 
new plant investment by service com- 
panies as well. 

» Allowed a 50% write-off of money- 
losing venture capital outlays. 

On the expenditure side, the govern- 


tural and commercial development 


while trimming back on recurring. 
items. For thesecond year running, the 


development budg je 
total spending for fiscal 1984) will out- 
strip recurrent expenditure. This 
means more money for large-scale pro- 
jects with high GDP multipliers, such 
as public housing, which is scheduled 
for a 32% increase to S$1.9 billion (in- 
cluding subsidies and loans). 
The biggest gainer in the new budget 
vas the Ministry of National Develop- 





nent. Its total expenditure increased 


by S$980 million, or 23% — mostly 
M. for ambitious pa Peas 
The 


| increase “of S$502 million, or 89 ^o, to 
finance construction of the MRT 
(which is slated to involve spending of 
_ Some $$5 billion over 10 years: — Lidl 


It assumed that interest in Hong- 
kong was always taxed, whoever re- 
ceived it. And it assumed that all in- 
come was treated equally — indeed it 
. recommended that the different clas- 
. Ses of income be aggregated and taxed 
atasinglerate, which is the preciseop- 
posite of the direction in which thetax 
system is now moving. 

The committee's report also failed to 
explain why it was desirable to widen 
the ambit of the tax charge to some but 
all types of transactions. Specifi- 
lly, it excluded shipping on the 






cated legislation involving a radical 
change to the charge to tax would be 
necessary if the corporate veil were to 
be lifted in an attempt to entice the de 
facto shipowners into the tax circle. It 
would be unlikely to be effectiveovera 
large area because many of them 
would move the first unit in the chain, 
the Hongkong investment company, to 
an offshore location." This is precisely 


the problem that Bremridge will now 


face. 

It may be that Hongkong' S economy 
is sufficiently mature to be able to do 
without tax ploys attracting fringe 
business. It may be that its companies 
are sufficiently public-spirited to pay 
HK$350 million in additional tax 
without quibbling. But attempts to 
widen the ambit of the charge, and 
plug loopholes in a now-lopsided tax 


Structure could cause more trouble | 


E than hey are worth. 
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ment will continue boosting output by | | Homeaffairs 


stepping up spending on infrastruc- 
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ing in 1986-87) and airport expansion. 
Other ministries with marked in- 
creases in allocations included defence 
(up 14%, or S$274 million, mostly re- 
flecting higher pay and benefits for 
troops); home affairs, with àn increase 
of $$36 million, or 10%, mostly for set- 


.ting up neighbourhood police posts, 
and education (up 9%, or S$158 mil- 


lion), which will build and staff new 
schools and junior colleges, accommo- 
date growing enrolments and institute 
new technical and vocational training 
programmes. 


locations for most other ministries 
either remained virtually static or 
declined. Provisions for the ministries of 
trade and industry, foreign affairs and 
the environment dropped 9%, 8% and 
7% respectively. Overall, government 
expenditure is set to grow by only 13% 
in fiscal 1984 — well below last year’s 
21%, though still not as moderate as 
the 9.7% set in 1981, when Singapore's 
industrial production peaked. But 


ernment spending is rising faster than 
last year’s brisk 9.5% increase in nomi- 
nal GDP. 
That means that unless output accel- 
erates faster, government expenditure 
will top even last year’s whopping 42% 
of nominal GDP. This proportion, rela- 
tively high by regional standards, re- 
flects the degree of state involvement 
in provision of basic services in Singa- 
pore, where the great majority of citi- 
zens look to the government for hous- 
ing, health care and education. 
Taking the government figures at 
their face value — they do not appear 
to fully reflect expenditures and re- 


ceipts by quasi-state enterprises — 


Singapore's deficit will widen to S$3.9 


billion (against S$49 million in 1983). 


Recurrent. revenue, at S$9.97 million, 
| the S$7.57 million 








even at this muted growth rate, gov- 
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able income from imcome-ta 
should find its way into è 
motor vehicle purchases, Tan } 
the government stands ready t 
offsetting vehicle taxes again, a 
in 1983. 

On the various business-tax - 
schemes, some observers voiced re 
vations. Establishing eligibility 
poses the company to such b rd 
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gapore. 
Although Tan credits this move wi 
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(Incorporated with limited liability in the Netherlands Antilles) 


ECU 40,000,000 
10%% 1984-1991 Guaranteed Bonds | 


Unconditionally and irrevocably guaranteed as to payment of principal, premium, if any, and interest by 


BANK OF TOKYO, LTD. 


(Kabushiki Kaisha Tokyo Ginko} 
(Incorporated with limited liability in Japan) 
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cannot be other than soft and 


» 4populist, with minimal imposts. Fi- 
Kumar 


nance Minister Pranab 
+ Mukherjee admitted that he had in 
iind “a certain forthcoming event” (a 





mber) while formulating the 1984-85 
udget. 


.- Sions and reliefs it gives or the new 
levies it proposes are significant 
«enough to make much impact on the 


economy. Rather, the budget is in the 


nature of a holding operation, lacking 
the thrust needed for sustained 
economic growth. 

The estimates underlying the budget 
are based on fallible assumptions. In 
the fiscal year to 31 March, for in- 
stance, inflation has sent such esti- 
mates askew. The budgeted expendi- 

. ture of Rs 369.29 billion (US$38.87 bil- 
lion) had to be revised to Rs 390.29 bil- 
lion, despite a 5% spending cut in the 
sixth five-year plan (1980-85) and a 
3% cut on non-plan spending an- 
nounced in January. 
Neither of these could be contained 
at even the pre-cut allocations. Plan 
Spending rose to Rs 140.59 billion from 
a budgeted Rs 138.7 billion. Non-plan 


spending touched Rs 247.73 billion. 


compared with a budgeted Rs 219.84 
billion. But a bonanza from increased 
crude-oil production raised receipts 


from the other-sources category to Rs. 


21.22 billion against the budgeted Rs 
5.65 billion, bringing the deficit to a 
'easonable Rs 16.95 billion against a 












recourse to the money-printing press. 
The 1984-85 budget, with a pro- 
jected expenditure of Rs 425.36 billion, 
earmarks 39% for the final year of the 
sixth plan and another 21% for deve- 
lopment outside the plan. The govern- 
ment says it is stepping up the annual 


plan outlay by 20%. The total outlay 


for the five years (by the federal gov- 

ernment as well as the states) would be 
Rs 1.1 trillion at current prices, surpass- 
ing the targeted outlay of Rs 975 bil- 
lion. But in real terms the achievement 
was below the target, which was 


_ reckoned on the basis of 1979-80 prices.. 


The budget tries to strengthen the 
infrastructure through increased allo- 
cations for power, coal, railways and 


ports. The total provision for power: 


projects represents a 44% increase 
over 1983-84, for coal 30% and for rail- 
ways 23%. Petroleum — exploration, 






ets 20% more. Higher allocations also 
ave. been made for steel, ferrous 
cement and. other see: 






: A’ election-year budget in India | 


shemism for the election due in De- 


It is unlikely that either the conces- 


budgeted Rs 15.86 billion — covered by: 


production, refining and marketing — 


i introduces a holding-pattern budaet for an election 
which does not reflect longer-term problems 
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sumer. 


| tors. The budget raises the allocation 


for defence by 16% to Rs 68 billion. 

It raises subsidies on food, fertiliser 
and exports to Rs 25.51 billion from Rs 
24.53 billion. The allocation for rural- 
development programmes is almost 


| doubled, from Rs 4.8 billion to Rs 9.32 


billion. In addition, 50,000 problem 
villages are to get water supplies while 


select areas will get integrated child- 


welfare services. The 20-point socio- 
economic programme gets Rs 40.38 bil- 
lion which is a 47% increase over 1983- 


84. 


On the receipts side, the budget cuts 


income tax by 5%, raises the exemp- 


tion limit for wealth tax and leaves 
corporate taxes unchanged. It is too 
early to say whether the government is 


INCOME AND OUTGOINGS 
(Rs billion) | | | 
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attempting a major change in fiscal po- 


licy, though it has admitted recently 


that high tax rates have been counter- 
productive and encourage evasion. 
There is a substantial reduction in 


excise duties on selected intermediate 


and final products in the belief that the 
benefits will be passed on to the con- 
Unrefined sugar, cloth and 
household electrical appliances are 
among the consumer items likely to be- 

come cheaper, leading to additional 
demand. 


dditional taxation of Rs 4.98 bil- 
lion is limited to eustoms duties on 


selected items to protect some indus- 
tries from competition. At the same | 


time, duties on gem- and jewellery- 
processing and manufacturing and 


food-processing and food-packaging | 


dps ue iHd have been cut to boost ex- 
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price situation as disc 
annual rate of 21 Ji 


lier and 2. 4% t y G years 

vey attributes this a f 
1982 drought and partly 
in relation to 
growth. 

A strong recovery in 

should reduce inflation in 


132 million tonnes in 1978- -79, 
to 110 million tonnes in the d 
year that followed. It recovered to 








clined again to 128 million tont 
1982-83 because of another sé 
drought. But 1983-84 has been af 
with a r 
breakthrough in foodgrain prods 
— which is expected to total 14 


tion as a whole is likely to report af 
increase over the previous vear. 
Industrial performance has s 


but the recovery in industrial proi 
tion is still weak. Industrial grow 
likely to be about 4.5% compared 


more than 3% for the four years 
1979- 80, well below its dealt 


E ees -income growth in 1983 

likely to be 6-7%. The average : 
four years of the 1980-85 plan wit 
which is considere 
major achievement consideri ing 1 
highly adverse international econc 
a severe drou 
Particular mention is made here oft 
improvement in the external pa: 
situation. The improvement c 





strength in 1983-84. The trade 
which declined from Rs 58 billion 
1981-82 to about Rs 55 billion in 1£ 
83, is expected to decline further 
1983-84. 

Receipts from invisibles have I 
mained buoyant largely due to the pac 
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working abroad. Foreign-exchaui 
serves, inclusive of Internat 
Monetary Fund drawings, had ri 
ne 6. 62 billion. as at 20 de eA 1 
















































































fiedium- term restructuring of 
conomy. | 

few months ago India opted to 
|o the last tranche of 1.1 billion 
s, claiming significant results in 
readjustment effort. The finance 
ister claimed that none of the 
licies were compromised by the loan 
ts conditionality. 

The improved payments position 


E 


he Finance Ministry announced on 
2 March a package of selective cre- 
controls as an extension of the gov- 
jent's current restrictive monetary 
^y, to discourage bank lending to 
roductive areas while keeping the 
imum funds available for priority 
tors. Under the new move, the 
ally stipulated interest ceiling on 
k loans for imports, transactions 
luxurious consumer durables and 
mmercial and residential buildings 
be raised by 1.5 percentage points 
9%. The ceiling for loans related to 
gricultural production, general 
nufacturing, domestic production 
exports will stay at 17.5%. 
|. the same time, the ministry, to 
mobilise more bank funds, is rais- 


xf between three months’ and two 
vs’ maturity to 13%. 
o years and more will be paid 14% 
eviously, only one-year fixed depo- 
5 carried a 1376 ‘interest ceiling 
e those of shorter maturity carried 
ceilings.) Banks are expected to 
act more deposits as a result of the 
, Which will help alleviate the 
id ty shortage that has prevailed 
the end of 1983. 
latest development came on the 
s.of a series of measures imposed 
BoT to cut money supply in gen- 
ind imports in particular. The 
ires, including a central-bank di- 
? on 19 January to limit commer- 
bank credit expansion in 1984 to 
, were part of a broadly restrictive 
etary policy aimed at restoring 
and's economic and financial sta- 
y. The country emerged from a 
- of artificially inflated economic 
wth in 1983 with various problems, 
jluding a record Baht. 89 billion 
n: billion) trade deficit (REVIEW 


ne selective credit controls were 
de necessary in part by confusion 
sing f 'om the central bank's credit- 
zeorder. To add to the confusion, 
ank, the largest institu- 
h about 30% of the mar- 
ember 1983 to con- 
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he interest ceiling on fixed depo- - 


Deposits of | 
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eat need Ge rude oil, whi 


prices — which may not last ee Iti is 
also due to a decline in the volume of 
imports, especially of raw materials, in 
the wake of a slowdown in industrial 
growth in 1982-83 which continued 
into the first half of 1983-84. 

But imports are expected to rise 10% 
when industrial recovery picks up. The 
situation will be far less comfortable 


solidate its position by tightening cre- 
dit. Under an aggressive growth stra- 
tegy, its domestic credit extension 
grew 36. dde in 1983, higherthan the re- 
cord 34% aggregate lending growth of 
the banking system. 

Although most banks continued to 
honour prior loan commitments in 
January (which explains why aggre- 
gate bank lending for that month grew 
32% on a year-to-year basis) the 
Bangkok Bank's more cautious stra- 
tegy combined with the BoT's credit- 
squeeze policy subsequently led to a 
sharp contraction in bank credit. 

A sharp distinction is now drawn 
under the selective credit-control sys- 
tem. The fact that the interest ceiling 
on loans for domestic trade and ex- 


TRADE AND PAYMENTS 


(Baht billion} 


Exports 


e id ts 


Balance 
Current-account balance 
Balance of payments 


* Preliminary. 1 Estimate. 
Source: Bank of Thailand. 


ports of farm commodities is un- 
changed reflects the authorities’ con- 
cern over this vital sector. Under a 
long-standing central-bank ruling, 
commercial banks must extend credits 
for agriculture and agro-industry, 
either directly or through the state-run 
Bank for Agriculture and Agricultural 
Cooperatives, equivalent to 13% of 
their deposits. 

The BoT also extends, through the 
commercial banks, about Baht 18 bil- 
lion-worth of concessionary credits 
annually for exports, equivalent to 
about half of all commercial-bank cre- 
dits for exports. An extra Baht 2.5 bil- 
lion facility to finance only farm-crop 
exports has been added recently. 

But other areas considered by the 
authorities to be unproductive un- 
doubtedly will suffer. Imports, which 
remained high in January and. Feb- 
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ECONOMIC MONITOR BEEEEEENEEEEEENI TH, 
3rowing under control 
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"The economic ‘survey notes the wor- 
sened environment for external assist- 
ance and the raising of resources as 
major challenges confronting the 
economy in the coming years if the 
tempo of growth is to be kept up. But 
this concern is not reflected in the 
budget, which was formulated to har- 
vest votes. O 
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ruary, will dalne There are indica- 
tions that several planned office-con- 
dominium projects (FOCUS, 8 Mar.) 
will not get off the ground. 

Senior central bank officials are 
confident the targeted 18% lending 
growth will be sufficient to permit 6% 
growth in gross domestic product. At 
the same time, inflation is projected at 
5-6% — against a low 3.8% last year, 
mainly because of reduced oil prices 
and electricity rates — while the trade 
deficit will be cut to Baht 65 billion. 

A recently released annual BoT 
economic report, which was compiled 
and written before the credit-squeeze 
policy came into force, projected a 6.2- 
6.5% GDP growth rate. This means the 
central bank has revised the growth es- 
timate downward by only half a per- 
centage point. Meanwhile, the 
Bangkok Bank. has made a larger 
downward revision, from the origi- 

nally projected 6.5% to 
_§.5-5.7% (REVIEW, 1 
Mar). GDP growth in 
1983 was 5.8%. 
The 6% official GDP 
growth target is based on 
a projected improvement 
in the agricultural sector. 
Against last year's 2.7% 
growth, this sector, which: ^ 
constitutes about a quar- 
ter of GDP, is expected to 
grow by 4.5% this year, 
with increases in the production of 
most major farm crops with the excep- 
tion of sugar and tapioca. (Rising farm 
incomes, as.a result, are one reason for 
the anticipated rise in inflation this 
year.) This is expected in turn to 
stimulate higher production in agro- 
industry. The BoT report said non- 
agricultural sectors would grow at 
about 7%. 

Unlike the economic recovery in 
1983, which was fuelled largely by 
domestic factors ranging from higher 
investment to more manufacturing 
and consumption, economic growth 
this year will be led at least partly by 
inereased exports. The government 
target calls for a 12% increase in ex- 
ports. Some private commodity ex- 
porters a are Napeful u that de could 





“If you get those spare parts 


off to us today, productions 
gonna be sky-high? 
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"Sure thing, 
with KLM's new Worldspeed" 


Sometimes you need to be sure your cargo is 
going to be given preferential treatment. And now that's 
possible. With KLM Worldspeed. 

The new, ultra-fast, world-wide service for 
shipments up to 100 kilos. You’re assured of space on 
all KLM flights right up to the last moment before 
scm c«m Pe take-off. But that’s not all. 

DS = m wi Worldspeed offers 
CG bes ll continuous monitoring of 
Te ile the progress of your 
"(Wonisgea- I shipments. Via KLM's 
ile! world-wide CARGOAL 


computer system. Pre-arrival information. Automatic 
delivery information. Arrival on the flight of your 
choice. The one that suits your plans best. Special fast 
treatment, both at departure and arrival. 

Shorter transfer times. Plus all the reliable 
expertise you can expect from the world’s first cargo 
carrier. And all this at no extra charge. 

Ask KLM or your KLM cargo agent for further details. 

KLM Worldspeed — when you need 
to be absolutely sure. T 


The Reliable Airline KLIVI 
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short- 
) cut to 
; trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 









Located Sealy and conferences why they have a difficult time assess- 
close to busy sasi are available. ing China’s potential as a market 
Orchard Road vases And even a health ee dis ee Ne 
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the York's club complete TRADE REPORT has helped China 
proximity to with a sauna. Traders eliminate most of the guess- 
Singapore's In-hotel dining work in doing business with this 
central isa gourmet's enigmatic country; and helped boost 
shopping district and lively pleasure. Here you'll find int profit opportunities. ! 
entertainment makes it an authentic Italian and Japanese S RUD < JONERI GOOI 

Hg PE packed with information and statis- 
exciting place to be. cuisine. And the pooldeck cafe tics on China — every month. It 

Tastefully furnished rooms and a coffeehouse offer both indexes dates, significant develop- 
which range from split-level ^ western and local delights. ments and contracts; supplies trade 
cabanas to spacious suites Well located, the York indicators and up-to-date assessments 

ide comfort in style. makes your stay in Singapore HONORES ese ako ala 
provide CO y y Bap An annual subscription to the 


Function rooms for seminars 


pure delight. 


On hol idav or business 
in Singapore, the York 
treats you right. 









CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 


Reservations Worldwide: KEM © Golden Tulip Hotels. Steigenberger Reservation Service. 
Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel 
Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airline. 


Annual subscription rates: 
HK$1,750 M/S$540 US$250 £155 A$285 


Sent airmail anywhere in the world. 
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For details of suppliers 
. Australian food and De ages wheat, sugar, meat, canned Fale Conmisstoner at 
~ give the consumer quality and fruits, dried fruits, fresh fruits Bangkok, 2860417 
_ value. They give the importer and dairy products. There is M lex 82621 
increased business. And also strong international Being oe 
there's such a great variety demand for Australian “Hong oe 6) 22 78 
available. Widely different seafoods, honey, jam, Telex 73685 
climatic conditions enable vegetables, wines and Jakarta 330824 - x 
Australia to produce some of beers. eters a 42 31 ge 
the finest food in the world. Over 100 countries are Telex MA 30260 
Mae is one of iss supplied by Australia. And the | Manila, ui m. 
world's largest suppliers o giex 
g ppliers list of customers is growing. New Delhi, 69 0396 
: Telex81312356 - 
Osaka, (06) 2717071 
Telex 522 5334 
Seoul, 7206490-5 
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Singapore, 737 9311 
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AN INTELLIGENTLY STRUCTURED 
CORRESPONDENT NETWORK 


ELIMINATES FRICTION 


IN ALL THE RIGHT SPOTS. 


The smoothness with 

| which international 

2 1 business is transacted de- 
pends not only on having the right 
correspondent banking 
connections in the right 
countries. It's also a matter 
of access - the speed 

at which your instructions 
can be transmitted, your 
plans implemented. With 
a minimum of time and 
effort on your part. 

To facilitate this 
process, Bank of Montreal 
has organized top-flight 
management teams to 
work with our correspon- 
dent banks in each of the key 
regions of the world. This 
worldwide network ensures 
that the facilities of these care- 
fully chosen correspondent banks 
are linked together in the most 





virtually anywhere in the world. 
Of course, our cor- 
efficient way to serve your banking | respondent banking connections 


interests, whatever they may be, are complemented by 












Bank of Montreal's 
own international 
network of branches 
subsidiaries and 
affiliates located in key 
countries around the world. 

So when you want to 
do business abroad, come to — 
Bank of Montreal. You'll find it 
easier to get up to speed when you 
have an expert who knows 
how to eliminate friction for you. 

Contact your 

Bank of Montreal Account 
Manager, or Correspondent Banking 
Division Officers. 


In Canada - 
Toronto (416) 867-6449 


In the U.S. - 
New York (212) 758-6300 


In Europe - 
London (01) 236-1010 


In the Far East - 
Singapore (65) 220-7266 
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Simon Keswick (left), Newbigging (right) and wives at Newbigging’s farewell: end of a drawn-out feud. 






Jardine’s search for dowry 


By Christopher Wood in Hongkong 


Jardine Matheson 
likes to see itself as 
the Princely Hong, 
boasting a long his- 


tory, close-knit 
family links and 
romantic origins 





born in the cut and 
thrust of the opium trade. But this 
once-proud corporate empire now 
faces perhaps its severest identity 
crisis since it bought the first plot of 
land to be sold in Hongkong in 1841, 
just nine years after the company was 
founded in Canton. 

Jardine’s senior management cur- 
rently presides over a wide diversity of 
businesses operating in a variety of lo- 

ations. But the central core remains 

ongkong, accounting for 51% of re- 
ported earnings in 1982 and 71% in 
1981. Still rooted to its origins through 
a massive, costly investment in asso- 
ciate company Hongkong Land, Jar- 
dine cannot diversify out of the politi- 
cally vulnerable territory, even if it 
wanted to, without taking a staggering 
loss. 

As it is, the company’s loan gearing 
is such that good assets have had to be 
sold to retire debt, a process that 
threatens to shrink Jardine dramati- 
cally. As one insider commented: “Jar- 
dine will come out of all this a much 
smaller company. We will no longer be 
in the first division.” 

Ironically, it was the policy of diver- 
sifying out of Hongkong, pursued dur- 
ing the 1970s, for which Jardine had to 
pay heavily in opportunity-cost terms 
as the hong failed to exploit fully the 
territory's rapid growth during the de- 
cade. The circle was completed when 
that very growth, expressed in soaring 
property values, allowed Chinese en- 
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The Princely Hong 
has lost its 
imperial 
inheritance 





trepreneurs to gear up and threaten the 
Princely Hong itself. 

Jardine management's reaction — 
the controversial cross-shareholding 
with Land — may have been unavoida- 
ble in the circumstances if control was 
to be maintained. But subsequent 
events — in particular, Land's almost 
hysterical expansionism during the 
height of the property boom — have 
locked Jardine more than ever into in- 
flated Hongkong fixed assets. 

The question of the degree of Hong- 
kong exposure and the magnitude of 
the corporate problems in Land were 
the main bones of contention in the 
drawn-out feud between former 
taipan David Newbigging and the Kes- 
wick brothers — elder brother Henry 
and new taipan Simon. Indeed, the 
Keswick disenchantment with Hong- 
kong is so widely known that it is com- 
monplace to hear Jardine employees 
discussing if and when the hong might 
try to take its holding company out of 
the territory, floating off, say, a sepa- 
rate business for the purely Hongkong 
and China-based operations. 

The parallel drawn is with the Swire 
group, which has Hongkong-quoted 
Swire Pacific and the London holding 
company, John Swire & Sons. Such 
an option has no doubt been discussed 
— all hongs have contingency plans 
given the political uncertainty that 
looms over the territory — though it is 


not an immediate one, if only because 
of the extent of Jardine's commitment 
to Land. This prevents any immediate 
disentanglement, especially in view of 
the risk of selling out at the bottom of 
the market. 

Still, those inside Jardine see signifi- 
cance in the establishment in August 
1983 of the Hongkong and China Re- 
gional Office under the new regional 
managing director, Martin Barrow, à 
Jardine career man. Announced as an 
attempt to rationalise the management 
structure — one glaring anomaly is 
that Jardine's worldwide insurance- 
broking activities come under Hong- 
kong and China — the new office will 
now be separate from the group's other 
international activities. Also noted by 
employees is the growing trend to- 
wards diversification into North 
America and the setting up of a re- 
gional head office in San Francisco 


ertainly, the Keswick family’s 
Qmm nervousness about 
Hongkong contrasts starkly with 
Newbigging’s equally obvious bullish 
ness on the territory, in part, perhaps, 
because of the seriousness with which 
he took his role as a member of Hong- 
kong’s Executive Council (Exco), espe- 
cially in the context of the continuing 
Sino-British talks on 1997 
Parenthetically, Newbigging was 
one of the few Exco members (perhaps 
the only one) with actual experience of 
bargaining across a table with Peking, 
and Hongkong may have good cause to 
regret his loss of experience and faith 
in the future. In comparison, the Kes- 
wicks display a cavalier disregard for 
Hongkong’s future, though mundane 
matters of finance have now forced 
them back to the place to keep a watch- 
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rning money: 
-more, perha S, a Te still 
s uncomforta ae when, exposed. to 








y senior Jardine executives from 
eaking to the REVIEW on the record 
or this article — an approach some of 
hem viewed as misguided at a time 
when Jardines trying its best to pro- 
mote a new lean and hungry image. 

Still, the Keswick style is already be- 
coming apparent and, on the whole, in- 
Siders view itasan improvement on the 
aloof posture adopted by Newbigging, 
whose somewhat awkward shyness 
s often wrongly interpreted as plain 
leness. The contrast is drawn be- 
zeen the headmasterly approach of 
ewbigging, weighed down by his re- 
sibilities and afraid to delegate, 
he image of Keswick as head pre- 
A primus inter pares, aware of his 
1 limitations and happy to give re- 
nsibility to those he values. One in- 
' commented: “It’s a basic confi- 
e he [Simon] has which Newbig- 
g never had." 























































25% of Jardine Matheson equity: 
o publie in Hongkong. Issue 56 
oversubscribed. R 





ardine. Waugh merged with 
Waugh by taking 50%. 


-Jardine Fleming began opera- 
“Michael Herries | retired as 
i. Replaced by Sir John Keswick 


n-executive chairman, 


t Jardine Waugh sold 5095 share- 
in Guthrie Waugh to Guthrie 





r.: Matheson & Co. bought issued 
pital of Reunion Properties of Brit- 
valued at £52.4 million (US$76.6 
lion) through private placement of 
Jardine Matheson shares.  - 

Apr.: Jardine Industries floated in 
ongkong but only 14% of equity sold. 
Rest taken up in-house. 

Dec.: Theo H. Davies, a Hawaii and 
?^hilippine: sugar-producing ai and trad- 
Ing company ed 












fas his firm ruling that prevented 


owing pains and contractions 


Henry Keswick became chaine 


 (HK$million) | 1 
" Jardine Matheson | 
Profit beforetax 
Shareholders' 
funds 
Return on share- 
holders’ 
funds (76) 


Hongkong Land 

Group profit 
before tax 

Shareholders’ 
funds 

Return on share- 
holders 

funds (%) 







5.235 
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1,387 | 1,768 






20,328 | 19,528 
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Keswick's aos once Decide evident | 


from his comments at the first senior- 
management meeting he chaired last 
July. Stressing the. dangers of the 
group's debt-leveraged position 
(primarily the consequence of its Land 
holding), he announced that the No. 1 
priority would be to reduce debt. 
Otherwise, Jardine would never pro- 
duce the results it was capable of. By 
way of example, Simon said that in 
1983 the cost of servicing debt alone, 
much less repaying principal, would 
come to more than HK$500 million 
(US$64.1 million) — more than the 
Hongkong operations' estimated profit 
for the entire year. 

The consequences of this in terms of 
new management initiatives were 
clear. Managers would be made ac- 


1975 

Apr. Henry Keswick resigned as 
chairman, aged 36. 

July: Bought Gammon (Hong Kong) by 
issue of 20.4 million Jardine Matheson 


shares valued at HK$503 million 


(US$64.5 million). 

Oct.: 53% of Rennies Consolidated of 
South Africa purchased for HK$186 
million for cash and issue of new 
shares. 

1976 

Jan.: Quoted Indo-China Steam Navi- 
gation Co. became wholly owned sub- 


sidiary. HK$30 million offer to 
minorities. 
Sept.: 25% of Transporting and Trad- 


ing Co. ie (TTT), an affiliate of the 
Olayan Group operating in the Gulf, 
pur chased. Agreement to buy another 
15% to make total stake of 40% at cost 
of US$100 million. 

1977 

July: Bought Thompson Graham & Co, 
Lloyds insurance brokers of London. 
1978 

Jan.: Sold Malaysian rubber and oil 
subsidiary for M$23.3 million (US$10 
million). 

Aug.: Jardine 


Industries became 


wholly owned subsidiary after making 


estimated losses of HK$100 million. . 
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countable: for their operations, with 
more attention. paid to the bottom. line 
and value added. A! th fl a 
reference to the executive: ‘affives in. 
Hongkong's Connaught . Centre), the 
number of staff would be reduced “at 
every level.^ Keswick commented in. 
an internal memorandum: "Experi- 
ence showed that people dad to™ 
being given responsibility.” P 








management purge began to Suf-- - 
face in the local press, Current. > 
estimates are that some 40 executives, LA 
including main board directors, have 
been dismissed or retired early, of 
whom the most promi 


A few months later, rumours ot. the 









































bath, most insiders in the. sap ve ew: i 


Oct.: Raised. Vscuity in TTI to 40% by 
paying US$35 million. | 
Dec.: Sold Gammon House (now Bank. 
of America Tower) to. Hongkong Land 
for HK$71 5 million. — 

1979 

June: Paid final US$20 quien to TTI. 
Dec.: Sold Reunion Properties for 
£42.3 million. 
1980 E 
June: Land sold out stake in Hongkon S 
and Kowloon Wharf to Sir Yue-kong 
Pao following contested offer, raising. 
HK$1 billion. Money used to build up 
Land’s stake in Jardine. = | 
Aug.: Matheson. &..Co.. bought Ci 
ville Enthoven & Co., Lloyds insur- 
ance-broking. subsidiary of Charter- 
house Group, for £11.65 million. 

Sept.: Land acquired property assets 
from J ardine Matheson valued at 
HK$1.2 billion for issue of 64.5 million: 
new Land shares. Jardine now had up 
to 27.5% of Land's equity. | 







Oct: Jardine issue of HK$1 billion 


9.5% guaranteed loan stock.1984-95. 
Issued 25 million new shares. to Land 
for HK$760 million (HK$30.55 a share). 
Nov.: Jardine market raid on Land. 
Bought 78.3 million Land shares rais- 
ing total stake in Land to 38-42%, de- 
pendent on exercising of warrants, 


1982 
Feb.: Bought Bache Insurance Services 
of the United States for HRS0 million. 













|. ed its interim dividend. 










y 
ple have been pared with the dead- 

wood. 

The fact remains though, that Jar- 
dine was extremely top heavy at exe- 
cutive level — some say it still is — a 
position often exacerbated by the lack 
of clear demarcation lines of responsi- 
bility. | 

In the short term, the 








qme will 





n eee receive six 
months' pay. But in the longer term, 
the strategy makes commercial com- 
mon sense, given the need to reduce 
debt. An assistant director probably 
receives a salary of HK$700,000 a year 
while his company-provided accom- 
Mamodation is worth perhaps another 
IK$400,000, with school fees on top. 
—_ nevitably, the big shakeout has pro- 
duced hard-luck stories. There have 
been murmurings about the unseemly 
| er in which the Keswicks bun- 
 Newbigging out eight months be- 
is due to go. Another example | 
that f former vice-chairman ` 
i David McLeod. He was told he could 
run the Jardine Air Cargo operation 
from London on retirement from 
Hongkong. But when McLeod re- 
turned to London, he found there was 













July: Opened San Francisco office. Sir 
John Keswick died. 

Dec.: Sold 10% of TTI to “Saudi Ara- 
-bian interests" for US$25 million in 
cash. 

1983 

June: Simon ‘Keswick took over from 
| 1 Newbigging as chief executive. 
o al Rennies stake for HK$1.3 







P ug: Sold 60% of Lombard to Conti- 
nental Corp. of US. Continental paid 
HK$130 million in cash for half of 
stake and acquired other half in ex- 
change for Continental's existing 
underwriting interests in Asia-Pacific 
region. Jardine retained 40% of Lom- 
bard. Established Hongkong and 
China Regional Office. 

Sept: Newbigging stepped down as 
.. Chairman eight months earlier than 
- previously announced. Replaced by 
. Simon Keswick. Hongkong Land pass- 





» Oct.: Sold 50% of Gammon to Trafal- 
gar House of Britain for subsequently 


announced consideration of HK$200 . 


million. 


1984 
Jan.: Land re 18% 


equity, raising HK$860 million; repre- 
senting loss on shares sold of HK$770 
million. Sold sugar interests of Hawaii. 
subsidiary Theo H. Davies for US$69.6- 
million. 


— CHRISTOPHER WOOD, Hongkong 


“such : exercises, some ‘good péo- 
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‘Another former 


Rare Mae HR: 


For Twendiedum said Tweediedec 


"Tuweediedutm and Yeoadieneb 
Agreed to have a battle, Had spotted his nice new ratiie. 


no job for him and he has now left the 
company. 

Such scandalised expatriate gossip 
at cocktail parties.probably is a sign 
that Jardine has at last entered the 
modern age. If so, this will mean that 
the company is more inclined in future 


to reward those who achieve results. In 


the past, the practice has been rather to 
| valueloyalty for its own sake and to re- 
ward those well-versed in the art of of- 
fice politics. In Newbigging's day, in- 
siders say, this meant involving oneself 
in community projects such as spon- 
sored walks — all grist to the mill of the 
public-relations department, no 
doubt, but hardly a massive profit pro- 
ducer. 

It can be predicted safely that such 
an approach will not be pursued by 
| Keswick who is said to be almost aller- 
| gic to-community service — indeed, 
Newbigging was despised for it. (Sym- 
bolically, Keswick cancelled Newbig- 
gings HKS1 million sponsorship of the 
Lunar New Year fireworks display — a 
gift to the community — with Sun 
Hung Kai, a group with good connec- 
tions with China, quickly stepping in 
to take it over. Jardine is also unlikely 
to be sponsoring any more moun- 
taineering expeditions to China or the 
Himalavas.) That leaves Keswick and 
his heutenants to concentrate on the 
task in hand. 

Jardine is now said to be run by a 
troika, consisting of Keswick, Barrow 
and former merchant banker Patrick 
Macdougall, something of a dark horse 
who joined the company in 1978 and is 
responsible for Jardine’s overall in- 
vestment strategy. For example, he 


was instrumental, when still a mer- 


chant banker, in setting up Jardine's in- 
vestment in Saudi Arabia and later its 


investment in oil and gas plays in the 


United States. 

Over at Hongkong Land, Keswick 
leans heavily on the newly appointed 
chief operating officer, David Davies. 
merchant banker, 
Davies made his name as the finance 


: director of MEPC, a large British prop- 
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erty company which in the early 1: 
faced a similar corporate crisis tot! 
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sued. Within J dine the p : 
cost of the Land shares hàs forced à 
sales — often of good, income- vielc 
assets. 
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tober 1975 


It is estimated that the 
reduced Jardine’s debt by - 
billion group total debt 
at HK$6. 16 billion at emi- 
while there was an extra Hi 
million relating to  Rennies 
debts. 

Other asset sales have followed. i 
October 1983, Jardine announced | 
would sell 50% of its wholly own 
construction subsidiary, Gammo 
(HK) to the British conglomerai 
Trafalgar House, or more precisely t 
international-construction 
sion, Cementation (which recently 
at the centre of a political storny 
Britain over the role played by P 
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ow 


Minister’ Margaret Thatcher's 
Mark — himself a former Jardine € 
ployee — in the winning of a 


contract in Oman). 

The link-up with Cementation will 
provide Jardine with greater exposure 
throughout Southeast Asia for zam- 
mon, which currently relies primaril 
on the depressed Hongkong construc 
tion market. The final consideration, 
which was subject to an audit of Gam- 
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» asset rather than an earnings valuation. 


In January, Jardine sold its 
Hawaiian sugar interests — which 
came under the wholly owned sub- 
sidiary Theo H. Davies — for US$69.6 
million. The proceeds are likely to be 
re-invested in North America, where 
Jardine seems intent on significant ex- 
pansion. 

The move to the US in fact began 
under Newbigging. In 1982 Jardine 
opened a representative office in San 
Francisco and the group now employs 


— atotalof 700 people in the US. Follow- 


ing the sale of Theo H. Davies, easily 
the most important US operation is in- 
surance broking. Jardine also plans to 
have invested US$60 million in oil- 
and-gas exploration and development 
programmes by the end of 1985. The 
1981 annual report described these as 
being "intended to be long-term in- 
vestments." It is too early to judge 
whether they have been a success, 
though Jardine clearly has taken a 
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m Lacus d 


na 1 ^ me vaso 
a downplaying, if not an eventual ter- 


mination of Jardine’s involvement in 
this area. Contrary to past practice, 
there no longer is a main-board Jar- 
dine director in Saudi Arabia. Indeed, 
Jardine would probably sell its re- 
maining 30% stake if it could get 
US$75 million — the original purchase 
price — for it. In the meantime, it is at 
least now drawing a dividend. 


generate increased earnings from 

existing activities, especially 
those of its interests which — unlike 
property and shipping — are not cycli- 
cal by nature. Keswick favours a re- 
emphasis on Jardine’s traditional 
trading function, which in 1982 contri- 
buted around 20% of the company’s 
earnings. He also favours continued 
stress on financial services. These are 
principally represented by merchant- 
banking subsidiary Jardine Fleming — 
Jardine’s major success story of the 


ssets sales aside, Jardine needs to 
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ally in line with the previous year. 

Marketing and distribution earned a 
steady HK$214 million or 20% and 
transportation and services, which is 
basically shipping, HK$189 million or 
18%. Against this, property and hotels 
contributed only HK$111 million, or 
just 10% (25% in 1981). This does not 
take into account a negative interest 
factor of HK$363 million, most of 
which is attributable to borrowing 
costs on the purchase of the Land 
stake. The debt on this is HK$3.7 bil- 
lion which, following the recent asset 
sales, virtually accounts for total debt. 

The 1983 report and accounts, due 
out in April, will probably make grim 
reading. But they will need to be 
treated with caution, as Keswick no 
doubt will be anxious to make all 
necessary provisions at this stage so as 
to be sure of future earnings growth. 
(He carried out a similar exercise with 
Hongkong Land's figures at the in- 
terim stage.) 

In terms of group activities, Rennies 
is no longer a contributor, while the 
offshore-oil industry is facing a cycli- 
cal downturn and increasingly com- 
petitive charter rates owing to the 
abundance of operators. The Land 
connection, too, will continue to bleed 
Jardine, as little relief is in sight on 
that front — in terms of increased ren- 
tal income — until 1986 at the earliest. 

In these circumstances, Keswick's 
policy will be to concentrate on cash- 
generating business, and in particular 
on his own baby, insurance broking. 
The growth in Jardine Insurance Brok- 
ers (JIB) — now the world's ninth- 
largest broker — is the result of Kes- 
wick's own initiative. The business 
began in London through a small 
Lloyds broker, Jardine Thompson 
Graham, into which the group bought 
almost as an experiment. 

On the strength of that, Simon Kes- 


- .. Jardine's famous noon-day gun in Hongkong: mad dogs and Scotsmen? - wick persuaded his brother Henry and 
e Newbigging to buy Britain's 11th- 








— contrary view in terms of the natural- 


resources cycle. 

The retreat from empire also began 
under Newbigging, though Keswick is 
accelerating it. In 1982, Jardine re- 
duced from 40% to 30% its holding in 
Transport and Trading Co. Inc., an af- 
filiate of the Olayan Saudi Holding Co. 
(OSHCo), which operates principally in 
Saudi Arabia and Kuwait. At the time 
of the Jardine buy-in in 1976, the deal 
marked a bold but costly play in the 
oil-financed boom in the Saudi econ- 
omy. Results were disappointing in the 
early years, aggravated by the clash of 
cultures between Jardine-seconded 
personnel and Arab management. 

But in a period coinciding with Bar- 
row’s presence there as head of Jar- 
dine’s Middle Eastern activities, OSHCo 
moved back into the black. Its debt was 
estimated to have more than halved to 
some Riyals 350 million (US$103 mil- 
lion) as at mid-1983. Still, the reduc- 
tion in the investment probably marks 


past 15 years — and the fast-growing 
insurance interests. 

Trading and financial services share 
the attraction of being cash-generat- 
ing businesses with low capital over- 
heads, features which traditionally 
have suited the Keswick style. “The 
way of understanding most businesses 
[in Jardine] is to think of it as an in- 
vestment trust. Businesses are consi- 
dered in terms of their return on in- 
vestment," was one Jirdine execu- 
tive's comment. 

A look at the breakdown in earnings 
by activity, as shown in Jardine's ac- 
counts, is instructive, though interest 
costs are not factored jn. In 1982, the 


three best-performing livisions were | 


apparently Gammon. the Jardine 
offshore oil-services ,roup based in 
Singapore and Rennies. The first two 
of these come under engineering and 
construction, which contributed 
HK$265 million or 25% of earnings. 
After this, financial services weighed 


largest insurance broker, Glanville 
Enthoven — which then showed pro- 
fits of only £50,000 (US$74,405) — 
from Charterhouse Japhet. Keswick 
installed new management, with suc- 
cessful results. 


February 1982 when Jardine 

bought the 11th-largest US broker, 
Bache Insurance Services, for about 
US$30 million, the deal being financed 
almost entirely by borrowings. Bache 
is an agglomeration of small-town 
brokers, with its strongest representa- 
tion on the east and west coasts of the 
US. Jardine was in fact looking at 
another US broker, Fred S. Jones, the 
fourth-largest. But that, at a probable 
cost of more than US$100 million, was 
too much to swallow. So when Bache 
came on the market because its owner, 
Prudential of the US, was advised to 
sell as a result of US anti-trust law, 
Jardine snapped it up. 


Te: next major expansion came in 
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1695 in Hongkong, 13% in Africa 
(primarily South Africa and Nigeria) 
and about 6% in Southeast Asia and 
Australasia. In total there are about 80 
broking offices operating in 18 coun- 
tries. JIB is run by a former wee 
broker, Nick Samuelson, based 
Hongkong. 

Insiders say that along with: Davies 
at Hongkong Land, Samuelson is one 
of the few "true" professionals. in the 
group. The word within Jardine is that 
JIB will be looking to expand further 
in the US when affordable oppor- 
tunities arise. Otherwise, the British 
side currently faces severe competitive 


conditions due to a general glut of 


brokers. The Hongkong operation, 
however, is performing well. Turnover 
was up 50% in the past two years while 
several big-name accounts have re- 
Da been won. n; One potential alae 





37951 intheUS, pe 


acting as agents for numerous pro- 


and Hennessy cognac in both Hong- 


— and Zung Fu, which sells Mercedes 





most likely to be favoured under the 
new taipan is Jardine's historic role as 
the middleman in trading — an area 
which was to some extent spurned 
under Newbigging, though he himself 
had a trading background. Despite 


ducts, Jardine historically has earned 
most of its money from a few key agen- 
cies. These are White Horse whisky in 
Japan, Canon cameras in Hongkong 


kong and Japan — the latter agency 
also includes Christian Dior perfumes 


Benz cars in Hongkong. 

| ne criticism levelled is that Jar- 

QO: has failed to build on these 
core businesses. Nor has there 


been any attempt to secure leverage 
over key principals either by buyi ing 
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Hongkong and 32 
. Australasia’ ~ 54 
_ [Europe 510 
Middle East 241 
North America 860 
Northeast Asia - 209 
Southeast Asia 499 
Southern Africa 557 
. E 9,614 100 
Unsecured term loans/interest (3,326) 
| | 6,288 
« By activity ^ | 
| Engineering and construction 391 4 
obo Financialservices 1,377 14j 
-; Marketing and distribution 1,515 16 
. Natural resources 678 7 
Property and hotels 4,280 45 
* Par oraa and services 1,373 14 
: 9,614 100 
Unsecured term tonne interest (3,326) 





area in Hongkong (and elsewhere. in 
Asia) is life assurance. 

Broking is also attractive to Jardine, 
given its current financial constraints, 
because it is a cash business. Put more 
mn Jardine can earn interest on 


u^ 





: arie its ish, gearing, but 
earned HK$308 million, thus incurring 
, a net interest bill of HK$477 mil- 
lion) 
_ While Jardine and Keswick are keen 
on broking, the group has decided to 
reduce its investment in insurance 
underwriting. In February 1983, Con- 
tinental Corp. of N York paid about 
US$50 million for a 60% stake in Jar- 
dine's wholly owned Lombard Insur- 
ance Group, leaving Jardine with the 
remaining 40%. This was a realistic 
move: mro cou not afora to de- 
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99: 1 3 — — 
487 5 68 6 67 
275 3j 62 6 29 
551 6 82 8 (2) 
185 2 44 4 40 
409 4 138 13 81 
467 5 129 12 93 
9,620 100 1,071 100 1,085 
(3,020) (363) (362) 
6,600 708 | | 723 
308 3 265 | 25 218 
.1,680L- |17 255 24 262 
1,369 [o4 214 20 201 
502 5 37 3| (23) 
4,572 | 48 111 10 269 
1,211 13 189 18 158 
9,620 100 1,071 100 1,085 
(3,020) (363) (362) 
6,600 708 723 


equity in them or investing in their dis- 
tribution outlets. That has been 
spurned because of a general un- 
willingness to commit the funds; a | 
perhaps understandable reaction for | 
the pure middleman trader, but not for | 
a multinational conglomerate such as | 
Jardine, least of all one so geared into | 
Hongkong property. 

However, one trading function | 
which could prove a money spinner is | 
the 7-Eleven chain of supermarkets, a | 
franchise business. A comparatively | 
new area for Jardine, the group al- | 
ready has 60 stores in Hongkong with | 
a total of 500 planned. Turning over | 
some HK$300 million a year, it will | 
break even this year and will be mak- | 
ing about HK$50 million by 1985, Jar- | 
dine reckons. Jardine also has the | 
franchise for Singapore and Malaysia. | 
Less attractive is trading with China | 
where, cynics inside the company say, 
Jardine has never made any money. | 
Still, this was a: favourite hobby horse | 
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and Canton. Much more profital 
been Jardine's role since 1978 as h 
ling agent at Hongkong's Kai Tak f 
port forthe Civil Aviation Authorit 
China, the second-largest user of 
airport in 1982, ] 

In sum, it is likely that dare 
will generate an increasing amou 
its earnings from financial sers 
while trading also will be prom 
Geographically, the stress seem 
set on expansion in the US. But 
or not, Jardine remains primar 
Hongkong operation and is still y 
much identified with the territory. | 
this which makes the Keswick pre 
cupation with diversification so! 
thing of an anomaly. Newbigging « 
ways held that Jardine's fortu 
would ride with those of Hongke 
precisely because of this histor 
fact. Where Jardine has bought. 
panies abroad, rather 
just buying (investment-ti 
style) minority st kes , it 
yet to arront its al 
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ux ach, as many in 
i the group will testify, 

result has been m 
aoe on i e 


SO IE are Ja di 
fall profit through 7 
Davies from a booming: 
price in 1974 and its 
practice of selling bits 
property to Land to boos 
earnings, often at above market pri 
That is no longer an option: the. 
ble now is that the D ns o t 
losses at Land are so great that J 
can no longer afford to live ioni ha 
to mouth. It has had to sell good as 
and is likely to be permanently r 
duced in size in future — short of 
miracle in the shape of another Ho 
kong property boom in the immedis 
vears ahead. | 
With fewer strings to its bow, Jar 
dine will in future have fewer i 
sources to draw on. One former daré 
executive commented: “Jardine has; 
ways got out of things in the past} 
it's becoming increasingly ciffieu 
There are fewer chips to play with: 
their value has decreased." Anoth 
group executive commented: ' 
amazing the number of people | [in Ja 
dine] who regard it as one big ha 
family. Henry used to run it as a fan 
but it's no longer happy and nolonge 
family.’ i I 















































i | “His most publi- 
-cised achievements 
"were undoubtedly 
[the decision to in- 
-Stigate the share ex- 
change with Hong- 
-kong Land in 1980, 
"when the firm was 





y ient pris in oos i eee mos 
ats remained. characteristically ice 
ool, will be vindicated.” 

Behind the pointed platitudes in this 


arting taipan David Newbigging lie 
yore than three years of fierce 
oardroom rivalry. For, despite the de- 
ree of press comment, the lingering 
tagonism between the Keswicks and 
ewbigging remains hard to exagger- 
te. The Keswicks blame Newbigging 
or the costly Hongkong Land connec- 
ion and for what thev saw as the ar- 
ogant, dictatorial manner in which he 


“For his part,  Newbigging resented 
he Keswicks' constant carping criti- 
ism from London, usually at the insti- 
on of former taipan Henry Kes- 
k, Simon's elder brother. Also, un- 
e the Keswicks, Newbigging refused 
regard Jardine as a family fiefdom in 
| way that, say, Swire clearly is 
REVIEW 4 Aug. '83). 

In this, Newbigging is technically 
orrect; the Keswicks hold only an es- 
mated 8% of the equity. But that is 
ar from the extent of their power, as 
19wn by Simon's success, at Henry's 
ing, in taking over the taipanship 
d Newbigging's own rather igno- 
us exit. (He was bundled out 
t months before he was due to re- 
the chairmanship of both Jardine 
d Land, having already earlier relin- 
ished the position of managing di- 
tor, ina style that not only left scant 
oom for personal dignity, but also 
irnished the Keswicks’ credibility.) 
-The source of the Keswicks' power 
es in the family's connections in the 
ity of London. Henry isstill chairman 
f Matheson & Co., Jardine’ s wholly 
wned London holding company, 
hich also provides a sinecure for re- 
ed directors back from Hongkong. 
1e third brother, Chipperfield, or 
Chips,” is an executive director of 
lambros, the blue-blooded City mer- 
chant bank, while their father, Sir Wil- 
liam, himself a former Jardine taipan, 
was also a non-executive director of 
"Bank of England as well as being 














alediction by Simon Keswick to de- 
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| oarc room battle - 


on the board of the Hudson Bay Co. 

The family's City of London connec- 
tions are therefore formidable. But, 
though generations of Keswicks have 
worked for Jardine — Simon is the 
fifth Keswick.to be the taipan — they 
are not the original controlling family. 
That was the Jardines. The Keswicks 
only took over.the helm prior to Jar- 
dine going public in. 1961. This was 
precipitated when. the controlling 
shareholder, Sir John Buchanan Jar- 
dine, a direct descendent of the found- 
er, decided to'sell the whole of his 
family's 51% holding for a reputed £30 
million (US$84 million at the then pre- 
vailing exchange rate). 

The Keswicks used this as a chance 
to increase their own stake and they 
formed a consortium with various City 
institutions, principally merchant 
bank Baring Brothers, to buy up the 
Buchanan Jardine holding. Some of 
this was then sold out at a profit when 
Jardine went publie in Hongkong. The 
legacy of this today is the strong City 
institutional block holdings, which re- 
main an intrinsic part of Keswick con- 
trol though recently there have been 
signs of parcels of shares from these 
holdings being sold. Long-term 
shareholders have included apart from 
Barings. merchant banks Hambros 
and Robert Fleming, insurance com- 





Siamese twins’ 
Chinese 
connection 


The placement in 
January by Hong- 
kong Land of 18% 
of Jardine Mathe- 
son's equity has 
once again led ob- 
servers to wonder if 
and how the cross 
shareholdings, acquired in 1980. to 
ward off à supposed takeover threat 
from property magnate Li Ka-shing, 
might be unravelled. For the signifi- 
cance of the placement is that any 
buyer of Land will no longer have au- 
tomatic control of Jardine. 

Those who believe a disentangle- 
ment of the cross shareholdings is 
likely cite the Keswicks' bearishness 
on Hongkong. Also, the London lawyer 
who put together the deal — Charles 
| Allen-Jones, a corporate finance spe- 
cialist — is back in Hongkong, some 
say to arrange the divorce. The prob- 





that i is, i 


and a J du. mnarriéd in ie last cen- 
tury to help cement the link. Rather, 


.their role was what. is known in Seot- 


land as that. of “factor” to the Bucha- 
nan Jardines; in the sense that the Kes- 
wicks oversaw- the business. on the 
ground while the controlling share- 
holder tended his feudal holding back 
in Scotland. The. difference was that 
the Keswieks were not managing the 
family estates — this is what is most 
often meant by the term factor — but 


| running a Far East business empire. 


T: Keswicks' mereantile. origins are 
still evident in Henry and his strong - 


City connections. These will continue 


to be of the utmost importance espe- 
cially as Simon is likely to defer to.his 
brother on most important matters of, 
corporate strategy. “Simon inherites 
the looks and Henry the b 
an uncommon refrain and onefew 
test. Henry also will remain eager to He 
involved as his political ambitions, 
which most see as behind his retire- 
ment from the taipanship in 1975, aged 
just 36, remain unfulfilled. 

It. also was Henry, rather than 
Simon, who personally instigated the 
ousting of Newbigging,. despite New- 
bigging's belief that a Keswick 
comeback was highly improbable. 
That they are back also demonstrates 
the absurdity of a quaint but enduring 
Hongkong myth that Hony had to 





lem is: "ho would want to buy Land? 
jue. the obvious candidate i is Li him- 
se 

The question now, however, is not 
whether the Keswicks are sellers of 
Land at the right price, but whether Li 
is a willing buyer. His main quotes 
vehicle, Cheung Kong, has not com-" 
mitted itself to any major expenditure 
since 1980, as Li correctly read the top 
of the market. His continued refusal to 
buy at the bottom may mean either he 
is keeping his powder dry for his origi- 
nal quarry, Land, or that he remains 
uncertain about Hongkong's political 
destiny and how that will affect prop- 
erty. | 

There is one way Li could acquire 
Land while only committing minimal 
cash. That would be for Jardine to sell 
its 40% holding in Land to Cheung 
Kong at current prices for, say, 
HK$2.87 billion (US$368 million) and 
for Cheung Kong, in turn, to sell its 
stake (say 38%) in Hutchison Wham- 
poa for around HK$2.85 billion to Jar- 
dine. Hutchison would then buy, for 
cash, Land's remaining 25% stake in 
Jardine, amounting to some HK$1.32 
billion. With cash balances of HK$2.16 
billion at end-1982 it can afford this — 
re were not enough recep- 
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ket in 1973. when he te Reunion 
Properties of Britain through a private 
placement of Jardine shares. 

The overvalued Hongkong stock- 
market would have fallen anyway. In- 
deed, if anything, Henry is likely to 
have gained credit with the Hongkong 
Chinese for using inflated paper at the 
top of the market, the downside being 
that Reunion was acquired at the top of 

Britain’s property boom. 

The continuing institutional muscle 
behind the Keswicks was again dem- 
onstrated with the extremely success- 
ful placement of a portion of Hong- 
kong Land's Jardine shares. But 
perhaps more dramatic was the way 
the City rallied to raise money to fi- 
nance the Land/Jardine cross-share- 
holdings in October 1980. This was 
precipitated by the Jardine decision to 
launch a dawn raid on Land to guard 
against the possibility of a bid by the 

6 — Chinese property entrep- 
'reneur Li Ka-shing — Jardine had al- 
ready agreed to buy for more than 
HK$30 (then US$5.93) a share the Jar- 
dine shares he had accumulated. 

This amounted to more than 15% of 
the equity, greater than the Keswick 
holding then. (At the time, Jardine was 


tive institutions around to soak up 
another placement. 

This would leave Li truly Hong- 
kong's uncrowned property king. As 
for Jardine, it would have 38% of 
Hutchison, a company far more in the 
Princely Hong's traditional line of bus- 
iness than Land. Hutchison in turn 
would have 25% of Jardine, paving the 
way for an eventual merger between 
the two. 

Theorising like this is easily shot 
down, but the potential symmetry of 
such a deal cannot be denied. It alsoisa 
fact that Li has already demonstrated 
his interest in Land, while Jardine has 
always been interested in Hutchison. 
Indeed, when the Hongkong and 
Shanghai Banking Corp. rescued 
Hutchison from the brink in 1975 by 
taking over the ailing hong, then Jar- 
dine chairman David Newbigging dis- 
creetly registered his interest in 
Hutchison to then Hongkong Bank 
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_ Morgan's view of Newbigging, 1980: ultimate responsibility. 
























Henry Keswick: can he keep in touch? 


seen by Lias the cheap way into Land.) 
The problem remained that, with his 
profits from this sale, Li could conceiv- 
ably have turned round and mounted a 
direct bid for Land. This was the 
reasoning behind Newbigging’s con- 
cern, though Jardine already had an 
estimated 27.5% of Land’s equity. The 
result was the dawn raid on a Monday 
morning by Jardine on Land. 

This action was 
decided on one Fri- 
day afternoon in 
Henry Keswick’s 
office at Matheson. 
Newbigging was in 
London on a Hong- 
kong Chamber of 


chairman Guy 
Sayer. 

It was, therefore, 
rather galling for 
Newbigging when 
the Hongkong Bank 
sold the Hutchison 
stake to Li without 
so much as giving Jardine a chance to 
make its own offer. That was in the 
days when Jardine controlled Land 
while holding less than 1% of its 
equity. 

As for Li, he must have eyed Land’s 
current predicament with interest. If 
he is convinced Hongkong’s property 
market, and for that matter Cheung 
Kong, has a future, he might well go for 
Land — a good time might be after the 
final HK$1.9 billion instalment on the 
Exchange Square development in Cen- 
tral district is paid in August. 

The Keswicks will certainly find any 
offer tempting; the question is whether 
their distaste for Hongkong fixed as- 
sets is such that they can accept the 
loss and the attendant risk of selling 
near the bottom. But that Hutchison 
stake is an attractive option. It could 
just be their only one if they really 
want to get out of Land. 

— CHRISTOPHER WOOD, Hongkong 
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ardiv dis: SC ocia! emselves from 
thé pum iode dear as chair 
man and the man on the ground, New 
bigging took ultimate responsibility. It 
was, however, certainly Keswick co B 
tacts that enabled Jardine to raise 3 
US$800 million between Friday anc i 
Saturday lunch time — the money that | 
Jardine is still paying off, a prime 
lender being Britain's National West- | 
minster Bank. Es 
Where the Keswicks are on stronger — 
ground in their loudly aired criticisms | 
of Newbigging was in the subsequent — 
debacle at Land. Here Newbigging, as 
chairman of Land, cannot evade re- — 
sponsibility, especially for the way he - 
allowed Land's relatively inexperi- E 
enced managing director, Trevor Bed- | 
ford — a former Hongkong civil ser- — 
vant — a virtually free hand. For Bed- | 
ford's nice-guy image made him an 
easy target for the likes of George Tan : 
of Carrian. 






























1 
he best example of this was the de- — 

cision by a Land/Carrian joint ven- E 
ture to buy the Hotel Miramar site gil 
Kowloon in the summer of 1981 fora - 
then world record-breaking price. Abe 1 
most unbelievably, Bedford, according - 
to one insider, approved this deal with — 
Tan before getting Land board ap- . 
proval; his excuse was that Tan had - 
told him he had other buyers lined up. | 
A stunned Newbigging decided not to — 
renege on the deal out of concern that t d 
would destroy Bedford's credibility as — 
managing director. 

Another example of Bedford's casu- - : 
alness was Exchange Square, the site - 
of a prestigious commercial develar i 
ment in Central district. One analyst 
recalled Bedford's reply when asked 
how he could justify the price paid, — 
which could only be self-financing on — 
the basis of rents of HK$42 (US$5.4) — 
per sq. ft a month. “Inflation will take — 
care of that," was the almost flippant. 
response. 

It was no surprise, then, that just - 
three months after becoming manag- - 
ing director, Simon decided that Bed- - 
ford had to go. Indeed, Simon actually 
flew to London to tell Bedford, who 
was on holiday, personally of his deci- — 
sion, after being told by Newbigging — 
that he must do it man to man to show  - 
who was boss. This was sound advice, - 
as Simon has yet to prove that heisin-  - 
dependent of Henry. E 

That, indeed, will be the test of the ~ 
Keswick restoration; for Henry, out of — 
Hongkong since 1975, can hardly be . 
said to be fully in touch. Meanwhile, 
there is another Keswick, albeit con- — 
nected through the female line, serving — 
in the lower ranks of Jardine: Perey ` 
Weatherell, 27. Simon’s first cousin, he . 
was recently promoted to head Jar- . 
dine's modest South Korean operation — 
after spells in Hongkong and Saudi . 
Arabia. The dynastic pretensions may 
linger a little longer. 

— CHRISTOPHER WOOD, Hongkong — — 



















































Hongkong  Land's 
fall from grace must 
rank as one of the 
most dramatic cor- 
porate turnarounds 
ever. The unenvi- 
able decision now 
facing Jardine 
e Matheson is whether to dump the 
3 Hongkong Land stake, hanging like a 
= corporate albatross around its neck, 
-~ and thereby risk a huge financial loss 
_ on the deal, or to hold on and hope for 
- fairer winds in the local property mar- 
p ket and stockmarket. The second op- 
"tion is complicated not only by how 
— long the property market will take to 
E ES in terms of supply and demand, 
. but also by the uncertainty overhang- 
ing the territory's political future — 
. not to mention continued bankers' 
support for.Land. 
.. The Keswicks and their appointee 
Land chief operating officer David 
. Davies face this predicament with only 
= the scant consolation that they can 
Nc blame Land's current parlous position 
= largely on past mismanagement, 
E though economic recession and outside 
= politics also have played a part. From 
. being the world's largest property 
= company (in terms of market capitali- 
li sation) at the height of the Hongkong 
| taped boom three years ago, Land 
has become one of the world’s most 
heavily indebted property concerns. 
. On its own estimates, debt will peak at 
 HK$17 billion (US$2. 18 billion) in 
_ 1985-86. All of Land’s prime proper- 
"ties are secured against credit lines, 
- while cash flow is largely devoted to 
. debt service. Asset disposals look to be 
the only way of reducing that debt. 
= How Land got into this sorry state 
. has been well documented. It has been 
common talk among bankers for 
. months that Land, like Mexico, is 
E but that, as with Mexico, banks 
have too much at stake in the company 
1d Hongkong to let it go. Land's pro- 
Beni: stem basically from headstrong 
but inexperienced management, a vir- 
‘tual absence of orthodox financial 
. controls which allowed former manag- 
_ ing director Trevor Bedford to indulge 
in his empire-building virtually un- 
- checked, plus a variety of joint-ven- 
. ture deals with dubious partners, the 
most unfortunate of which was with 
3 pura. 

- If the extent of past mismanagement 
is now all too apparent, it is less clear 
Ee Eust how Land proposes to pull itself 
= out of the mire, though already a 
. number of steps have been taken. The 
. most interesting was the sale by Land 
n of 18% from its 43% shareholding in 
 Jardine, taking its stake in Jardine 
E - down to 25% (REVIEW, 26 Jan.). A well- 
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executed deal, this raised HK$860 mil- 
lion net of expenses and showed the 
Keswicks taking advantage of a run- 
ning Hongkong stockmarket and their 
London institutional connections to 
place stock. 

Still, Land took a thumping loss on 
the sale: HK$770 million on the basis 
of those shares sold at HK$12.30 each 
— a 10% discount to the market price 
— against Land's average purchase 
price of Jardine shares of HK$23 each. 
If the rest of the holding were written 
down on a similar basis, this would re- 
sult in a further HK$1.1 billion being 
written off. 

However, such is Land's dire need 
for cash that the placement must be 
ranked an unqualified success, espe- 
cially given the panicky conditions 
which prevailed in Hongkong’s 


Davies: rere a predicament. 


stockmarket as recently as last Oc- 
tober. The fact that Land was so quick 
to move immediately prompted specu- 
lation that it might try to reduce its 
stake further, should the market keep 
running — or alternatively, that Jar- 
dine might be tempted to undertake a 
similar operation with its Land hold- 
ing, though this undoubtedly would be 
harder to place in view of Land’s 
stretched position. 


A3 Jardine placement of Land 
shares also would make Land vul- 
nerable once again to outside takeover: 
the very reason the stake was first 
acquired. In this respect, it remains a 
moot point whether the Keswicks are 
so disillusioned with the Land debacle 
that they simply want out. Certainly, 
for a family known to be windy about 
Hongkong, they find themselves with a 
massive investment in fixed assets in 
the territory. 
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gigantic punt on margin. Land traded 
up to a high of around HK$30 in 1979- 
80 when Jardine was buying. On an ad- 
justed basis, this corresponds to about 
HK$12 at current prices, against a 
1983 trading range of HK$2.20-5. The 
shares closed on 5 March at HK$3.95. 
Analysts calculate Jardine's average 
adjusted purchase price of Land shares 
at HK$7-8 a share. 

On balance, however, it would seem 
unlikely that Jardine is contemplating 
any immediate divestment, though the 
Keswicks undoubtedly would be 
happy to see a portion of the stake 
placed in friendly hands in due course. 
If this is so, Davies' brief must be first 
retrenchment, a policy already in full 
swing, and second to utilise his con- 
tacts as a former merchant banker and 
corporate-finance director to place 
shares when that becomes a practical 
option or, conceivably, to issue corpo 
rate paper. 4 

On this latter option, it is interestin 
to note that the British property group 
MEPC, when Davies was finance di- 
rector, was one of the first companies 
in the early 1970s to tap both the bur- 
geoning Eurodollar market in corpo- 
rate paper and Britain's debenture 
market. Similar exercises could be in 
the offing or conceivably a placement 
of, say, new shares to American in- 
terests. 


nyone taking up such stock would 

have to be a pretty big player, 
though there are potential candidates. 
Also, Americans in general are a good 
deal more sanguine about the 1997 
issue than British institutional invest- 
ors, and more likely to take the view 
that Land represents a classic recovery 
situation with the downside discount- 
ed in the price. It is interesting to note 
that the two senior partners of News 
York-based investment bank L. Fo 
Rothschild Unterberg & Towbin visit- 
ed Hongkong in February, as the 
guests of Davies. 

What apparently is dismissed for the 
moment among those running Land is 
a rights issue of shares to existing 
shareholders, despite intermittent 
market rumours to the contrary. Cer- 
tainly, any such action in the short to 
medium term would hit both Land's . 
share price and the Hongkong market 
in general. Also, it would hardly be the 
way for the new management to in- 
spire confidence. It is, however, clear 
that Davies is interested in exploring 
all other ways of raising finance. Here, 
his financial contacts and past experi- 
ence working in London and New York 
will be of great benefit. 

In terms of the business per se, 
Land's condition is such that it has no 
funds available to take advantage of 
the current trough in Hongkong’ S 
property cycle. Retrenchment is the 
name of the game. Already, provisions _ 
of HK$1.9 bil Bon: 8t ends 3082 and 
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THE ILLUSION or TECHNOLOGY. erapher be the photograg 
Many cameras today are electronic mar- That is one of the reasons wl 
vels. Some can even speak. They will tell | the worlds great photograp! 
you what to do and what not to do. the Hasselblad 
| [he only decision left to you is in which Another reason is simj ) 
direction to aim the camera. takes a full year to build a Has 
It is fantastic. But is it photography? cause it's built mainly by 
| It may give you the feeling that you are No robot can match the abi 
| creating a photograph. But who is the crea- | cernment of a human being wh 
tor? Iob. 
| The technology of a Hasselblad camera And so it is with photograph 
| goes in another direction. It is advanced 
| enough to be used by the astronauts in | uuu cdd tian i; 
| space, but humble enough to let the photo- | SC, Box 220, S-401 23 Góteb 
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The world is a network 
of local centres. 


loday, your international bank must 
have global connections. Tomorrow's 
financial interests demand that versatility. 

lo coordinate individual problems, to 
arrange contacts and to bring business 
people together, immediate local access 
to a universal information system is 
essential. 

Deutsche Bank connects your busi- 
ness with an international network that 
spans the globe: more than 1,300 offices 
in Germany and in Berlin, branches, 
subsidiaries, representative offices and 
affiliations in 56 countries, more than 
4,000 correspondent banks worldwide. 
Plus the strength of total assets of more 
than US $ 83 billion, ranking us among 
the world's largest banks. 

Put us to the test. 





Deutsche Bank 


Advanced banking for more than a century 
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reduction possibilities. 

There are. many things that are abso- 
lutely astounding about the Minolta EP45OZ, 
the world's first compact-sized plain paper 
copier with automatic zoom enlargement/ 
reduction. | 

The first thing you'll notice is that the 
EP4507— unlike conventional reduction/ 
enlargement copiers which usually offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 781 
magnification ratios between 0.640X and 
I.420X with which to enlarge or reduce your 
original's image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
oversized originals and size their image areas 
down to the precise copy dimensions you 

require. p" 
















MINOLTA 


a See the EP450Z at these Minolta subsidiaries and distributors: MINOLIA CAMERA CO., LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osoka. 


Santa Office Machines Corp. HEL 75, Sec. 4, Nanking E. Road, Taipei indonesia 
Phone: (02) 715-5001 india 
Minolta Hong Kong Lid. 67-71 Chatham Road South, Oriental Centre, Kowioon 

Phone: 3-676051 Pokiston 


Minolta Singapore (Pte) Ltd. 10, Tebon Gardens Crescent, Singapore 2260 
Phone: 563-5533 
City Tomen Sendirian Berhad Lot 3, Jalan 223, Petaling Jayo, Selangor 
- Phone: 577476 : 
Technical Supply Co., Ltd. 1808-1812 Kasemrat Road Klongtoei Bangkok IONO 
hone; 391-0215, 252-0155 ~ 7, 233-2064 ~ 5, 392-7412 ; 


: Australia 
RO n pues Bidg. Banawe Cor. Alok St, Quezon City, Metro Manila 





‘sizes to your heart's co 


The Minolta EP450Z gives you 781 zoom enlargement! 


tions speed copying and reduce the time : 


incredible EP450Z, bring some outragec 


P.T. Perdana Nirwana Abadi Co. 678. Ji. Krekot Rayo, Jakana Pusat — 
Methodex Systems Pvt. Ltd. 607-8 Medhdoot 94 Nehri Pace New Delhi 
Phone: 682475, 682476 e 
Allied Equipment Ltd. First Hoor, Neison Chambers 1.1 Chundrigar Road, 
G.P.O. Bax 680, Karachi-i 
Banglodesh Brothers Intemational Lid. GPO. Box 767, Adamjee Court 18-120. 
Montyhes! C. A. Dacco l 
New Zealand Viko Holdings Lid. MSI Bidg. Cnr. Khyber Poss ond Nugent Sic, P.O Box 220. 
Auckland 3 Phone: 706-204 706-295 
Océ Reprographics Ltd. 89 Tulip SL, Chetlenhom, Met 3102.— Prone Sau: 






















The EP4502 also offers two automatic 
selection capabilities. Automatic Magnific 
tion Selecion chooses the exact ma gn 
tion ratio required according to the size o 
original in use and the size of the copy. 
you're using. Automatic Paper Size Sele 
chooses the most appropriate loaded p 
size according to the magnification ratio 
you ve selected and the size of the ori 
use. Both of these automatic selection func 


paper wasted in making copying errors. 
For a vivid demonstration of the 


difficult originals along to your nearest ^ ^ 
Minoita office products dealer and make 
Copies—in any sizes—to your heart's 
content. 
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DM Options at the CME- 
Right on the Mark 


Options on Deutsche mark uu E 
are now trading at the Chicago 
Mercantile Exchange, the world 
market for currency futures and 
options trading. These options are 
the first in a series of foreign 
currency options to be introduced 
by the CME. 

DM options can help institutions 
and foreign exchange traders 
worldwide broaden trading 
strategies and better manage fluc- 
tuating foreign currency values 
in today's fast-paced, global 
markets. 

Together, DM options and 
futures at the CME offer an 
unparalleled opportunity for 
managing foreign exchange risk— 
important reasons why so many 
money center banks and reporting 
government dealers are members 4 
of the CME. 

For more information on DM 
options and foreign currency 
futures at the CME, talk with your 
brokers. Or call the CME, and ask 
for a copy of "Options on 
Deutsche Mark Futures. = 


same CHICAGO 
ssssss MERCANTILE 
5 p a S SR 


30 South Wacker Drive, Chica jo IL . 606 06 
1-800-843-6372 (In Illinois, 312 1000) 





New York: 67 Wall Street, 10005 212/363-7000 
4. O7 T rtor crop JAR (013920-07 ^ 


London: 2 ogmorton, EC2N 2AN  (01)920-0/22 





" x ad $: $ ay E E lion ana . $1.9 b lion | 
, E J ry p f A í 

HERE in. = are the most a 

"Aroctive e T D 3 





v Preripub Cadog pre 
| Hongkong ch dn nd Australii. " 








years. 

The full 1983 accounts are likely to 
paint a grim picture, given the advent 
of new management, though a nominal 


dividend of, say, 1 HK cent a share is, 


likely to be paid to allow Land to retain 
its status as an authorised investment 
under local law. Otherwise, points to 
note will be whether Land chooses 
again to revalue all of its propertie 

and whether it begins to charge the in- 
terest cost on its Exchange Square in- 
vestment — say HK$400 million a year 
. — through the profit and loss account 
rather than capitalising it. This in- 
- terest bill will rise to HK$600 million a 
year once the second instalment on Ex- 
change Square, of HK$1.9 billion, is 


aid in August ' 

e The Exchange Square site, acquired 

"by tender at a cost of HK$4.755 billion 
in early 1982 — more than HK$1 bil- 
lion above the next bid — is the main 
culprit behind Land's current indebt- 
edness. Not only does it represent a 
top-of-the-market price, it also will 
add another 1.1 million sq. ft in com- 
mercial space to the already glutted 
Central district commercial rental 
market. To make matters worse, Land, 
as the prime landlord in Central with a 
portfolio of 3.4 million sq. ft of space, 


Land's interim dividend was also : 
passed in 1983 for the first time in 70 


will have to start bidding against its 


own tenants in other buildings if itis to 
fill Exchange Square. 


t the moment, it is understood that 
80 floors remain to be pledged out 
of 102, while Land is still varying the 
rental terms. Stockbroker Hoare Go- 
vett has estimated that an average ren- 
tal of at least HK$42 per sq. ft a month 
vould have to be obtained on Ex- 
ange Square to guarantee a positive 
eturn, whereas a rent of HK$20 a sq. ft 
— the most that can be hoped for in 
current market conditions — would re- 
sult in an annual cash-flow deficit of 
some HK$300 million on a fully let 
basis. Land is now offering terms of 
around HK$20 plus nine months rent 
free, together with a six-year lease re- 
newable after three years. 

Apart from Exchange Square and 
the construction of the new Hongkong 
Club building, also in Central district, 
virtually all other projects have been 
deferred or cancelled as Land has con- 
centrated on selling low-yielding as- 
sets. Apart from the recent Jardine 
placement, the major sale has been the 
34% stake in Hongkong Telephone to 
Cable and Wireless for HK$1.4 billion 
in early 1983. | 

But still more asset sales will be 
necessary. The most obvious candi- 
dates are the 34% stake in Hongkong 


Electric — rumoured to be a target of 


h Rouen roles interests — which 






1 EASTERN ECONOMIC REVI essc 
l s PERS ‘+: Nu 





S 


sable 2 
highest. yielding, DUE manage- 
ment with an unenviable choice. Hoare 
Govett estimates interest outgoings 
HK$1.4 billion this year, making fo 
cash-flow deficit of around HK$2 bil- 
lion allowing for reduced capital com- 





mitments but no asset sales. 


Recent measures, for example the 
Jardine ement, will.ease the 
e iae to some extent, though the pres- 

re is far from off. Hoare Govett con- 
cluded: “Land’s financial position is 
by no means tenable in coming years 
unless further asset sales are consi- 
dered.” 

Analysts concur that the problem is 
primarily one of cash flow. Land has at 
least assured credit lines sufficient to 
meet total indebtedness — it is gener- 
ally agreed that the HK$17 billion pro- 
jection is, if anything, over-pessimis- 


‘tic. After negotiating a further HK$2.5 


billion standby credit in December 
1983, Land now has total facilities to 
draw on of at least HK$20 billion 
(REVIEW, 22 Dec. '83). 

More worrying in the longer term is 
the firm's limited room for manoeuvre. 
Prime commercial space was the last 
sector of the property market to peak 
in 1981 and will be the last to recover. 
Land's fortunes are almost entirely 
locked into this sector of the market. 
Likewise, because of its present inabil- 
ity to take advantage of bottomed-out 
prices, Land will have the lowest gear- 
ing of local property companies into 
any market upturn — a point which 
will make it vulnerable to bids from 
better-placed developers. That as- 
sumes there will be a recovery in prop- 
erty values, a view which discounts the 
political risk. 

Yet, given its portfolio of prime com- 


+ mercial rental space — Exchange 


Square is designed for the very top of 
the market — the security of Land's in- 
vestments hang on Hongkong remain- 
ing a top financial centre. That is a 
questionable assumption and hangs on 
the outcome of the 1997 talks. 

Like it or not, then, the Keswicks 
face hard choices. They must ruefully 
look back to the days when Jardine 
controlled Land while owning less 
than 1% of the equity. Land was then a 
rather boring property-investment 
company with an assured rental in- 
come and Jardine thought it could 
make more money by investing else- 
where. As property prices picked up, 
the Jardine board decided in early 
1979 to start increasing the stake. 

The total holding was around 15- 
2095 at best when Li Ka-shing began 
accumulating Jardine shares, pre- 
cipitating the defensive mutual 
shareholdings and turning Jardine 
overnight from a low-geared company 
into a Apu geared one. 

; Terran WOOD, Hongkong 

















£8 billion (US$11.9 billion) under  - 
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One jewel 
in Jardine's 
corporate 
crown... 
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S Matheson's recent - 
history.It began op- 
. erationsin 1970 and . 
" was the idea of 
: Henry Keswick and . 
a contemporary, Peter Jamieson, of | 
London merchant bank Robert Flem- 
ing. The result was, Asia's first mer- . 
chant bank combining Jardine's ex- — 
tensive connections in the region with © 
Fleming's skills in the fields of invest- 
ment management and corporate fi- | ; 
nance. E 
JF's results for 1983 have not been — 
released yet but it isa safe bet that the — 
merchant bank made more than | 
HK$90 million (US$11.5 million), an 
improvement on its previous record o: Ed 
HK$85 million in 1981. Already this : 
year JF has made an estimated HK$25.- 
million alone from the January place- - 
ment of Land's holding of 18% of Jar- - 
dine, paving the way for another good — 
year. - 
In its early years, JF made most of its . 
money from investment management: — 
it currently has more than US$1.4 bil- 
lion under management. But recently 
there has been f huge growth in its 
stockbroking business; JF has been 
particularly successful in broking the 
Tokyo market for London-based in- 
stitutional clients. Here it has natural  . 
in-house business stemming from  - 
Fleming's own funds under manage- 
ment. Asoneofthelargest City of Lon- 
don investment managers — with some 
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management — 
Fleming puts 
much of this busi- 
ness through JF. 

A licensed 
dealer on . the 
Tokyo stockmar- 
ket, JF is now the 
dominant foreign 
broker there, It 
also has by far the 
best research team, 
with two full-time 
economists and 
another seven 
analysts, all ofẹ 
them bilingual. 

In Hongkong, 
the broking side 
also has enjoyed a 
rising market 
share — perhaps 
the largest follow- 
ing the decline in fortunes of Sun Hung 
Kai. It is represented on three ex- 
changes, while the merchant bank has 
been increasingly active in corporate 
finance. It is involved in most new is- 
sues that come to the market and also 
has established a reputation for reac- 
tivating shell companies, such as the 
Indonesian Liem Investors’ First 
Pacific group’s buy-out of dormant 
Shanghai Land. . 

In Singapore, JF's business is 
primarily broking, with some fund 
management. JF also is about to set up 
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an office in Sydney, where there are 
plans to market unit trusts to Austra- 
lians wanting to invest in markets out- 
side Australia. 

In general, JF enjoys a better reputa- 
tion than its main competitor, Ward- 
ley, the merchant banking arm of the 
Hongkong and Shanghai - Banking 
Corp., partly because it does not make 
a habit of lending to its own corporate- 
finance clients. Wardley was a heavy 
lender to both Hongkong’s Carrian and 
Australia’s Alan Bond. Both of these 
exposures aroused controversy and re- 


sulted in personnel changes in the mer- 
chant bank. 

In fact, banking is JF’s least- 
developed side. It is now Hongkong's , 
10th largest (licensed) deposit-taking ` 
company, though it has yet to become a 
full bank. Most active is its foreign-ex- 
change dealing desk. 

The JF partnership is likely to con- 
tinue, as profitable as it is to both 
partners. That is, unless Jardine’s 
troubles become so great that it feels 
obliged to sell. Whether Fleming 
would be a willing buyer depends on 
whether it would be prepared to pay 
the substantial goodwill premium 
which Jardine surely would demand. 
The earnings record will be main- 
tained so long as Southeast Asian fi- 
nancial markets continue to attract 
portfolio investment, a trend which 
seems likely to continue, especially if 
the much-heralded liberalisation of 
Tokyo as a financial centre goes ahead. 
Here, JF has a natural head start. 

One factor which has changed at JE 
is the style of leadership at the tof m 
Current managing director 
Smith, a corporate-finance specialist, 
projects a very different image from 
his buecaneering predecessor Nicholas 
Sibley, now back in London with 
Fleming. Smith, a former academic at 
the University of Hongkong, always 
complemented Sibley’s inspired 
wheeler-dealing. 

— CHRISTOPHER WOOD, Hongkong 
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"E “Fund have made it bearable’ at all — 










si Here is how an extract 
| ME from the daily stockmarket 
report. on Wall Street, London or 
ee might read one day: “Beijing 
No. 3 Radio Components Enterprise 
and Korea Steel Pipe made solid 
gains while Taiwan Light and Power 
and Hindustan. ‘Machine Tools were 
easier.” All somewhat fanciful and 
futuristic, no doubt, but from the 
point of view of helping correct the 
chronic mismatch of debt to equity in 
international development financ- 
ing, the advent of truly global 











-| stockmarket investment cannot come 


a day too soon. 
A way has to be found to channel 
ortfolio-equity investment to the 
s-developed parts of the world asa 
ipplement to commercial debt and 
private direct investment, if the debt 
crisis now endemic to the system is to 
be resolved. If Western fund mana- 
| gers show little sign yet of appreciat- 
-ing this fact, at least there are signs 
that some of the bigger debtor (or po- 
tential debtor) countries of Asia — 
including China and India — are 
being more imaginative. 
Consider a few numbers: the 
global total for non-oil developing- 
country debt stands at around 
US$600 billion, of which around 
_ two-thirds is at floating interest rates 
_| tied to the London inter-bank offered 
[| rate (Libor), which in turn is effec- 
| tively tied to United States domestic 
nterest rates. This sum represents a 
very heavy burden for the principal 
debtor countries, but nevertheless it 
amounts to only around a fifth of the 
/$3 trillion total capitalisation of 
he world's dozen leading markets. 
. A few more numbers: the flow of 
commercial-bank debt to developing 
countries fell from US$165 billion to 
US$95 billion between 1981 and 
1982, and almost certainly. fell 
further in 1983. The net flows. fell 
even more sharply because of the ris- 
. ing cost of debt servicing. Unfortu- 
nately, this does not point towards 
im aring by debtor countries so 
| muchas to reluctance by creditors to 
|| lend. The debt burden is not easing — 
-only reschedulings plus the interven- 
tion of the International Monetary 










nor is it likely to until there is a 
change of administration in the US 
Against this, it is worth noting that 
US pension funds alone n st 
some US$200 billion net 6 
ings annually on Wall Street, | 
little spilling into overseas markets. 
So, in terms both of absolute size 


vis ud in the déveloped 












n net increases, flows of portfolio | ti 


(Holding) Co., 


government bonds and the remainder 
to private-sector fixed-interest and 
equity investments — dwarf the fig- 
ures for international debt. There is 
obviously a major potential for shift- 
ing the debt: equity ratio in interna- 
tional financing — if only aeceptable 
ways can be found of institutionalis- 
ing such changes. : 

It will not happen through agencies 
such as the World Bank or (in Asia) 
the Asian Development Bank, how- 
ever well-intentioned their own 
forays into equity investment may be. 
Nor is it likely to happen through the 
instrumentality of multinational cor- 
porations (MNCs), whose net invest- 
ments (according to the United Na- 
tions) arenow running at only around 
US$12 billion a year in the develop- 
ing countries. (The total stock of 
MNC investment in developing coun- 
tries does not appear to have been 
calculated by anyone.) 


# Fortunately, a number of 
EE tangible developments in 
Asi suggest that the whole issue will 
not be confined to the realms of 
academia. China is the newest (and 
biggest) of the developing countries 
to emerge into international finance 





and is evidencing a healthy reluc- 


tance to become hooked on commer- 


cial debt. Cynics may disagree, but 


Shroff sees reason to applaud the 
moves being made by Chung Mao 
Securities, a Hongkong-based but 
China-controlled ‘securities com- 
pany, to induce flows of international 
equity investment into China enter- 
prises, via Hongkong. 

Chung Mao's managing director, 
Cheung Kwok-wai, has talked of 
seeking Hongkong stockmarket list- 


ings for certain (unspecified) state 


enterprises in China, which is about 
as revisionist, if not revolutionary, as 
you can get under a nominally com- 
munist system. 


It is not altogether clear at this 


countries — pakapi half going to 
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rest, as other countries 
beyond Asia have done. 
India, too, is wary ES 
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South Korea and Taiwan a 
course, also moving along the : 
towards stockmarket liber inen don. 
by establishing offshore funds to at= 
tract foreign. equity investment. This 18 
is especially important in Seoul's 
case, because ke api po 8 s heavy 
dependence z 
cially on sh 
not quite so. 








Jet bae e 4 
this sort become major cë 
flows. But it is up to the developing 
countries themselves to provide the 
vehicles and markets through which 
Western portfolio investors can pro- 
vide capital. There is an appetite for 









such . investments, despite the 
shortsigh ess s oft many fund t man- 
S nde sin n far 3 







stage whether Chung Mao is thinking I di dk 


about existing China enterprises in | set 
Hongkong, such as China Resources trep 
or about Hongkong- | P 
based, Sino- -foreign joint ventures or 
But | 
Cheung seems to believe that enter- 


even mainland corporations. 


prises in the Shenzhen Special 


Economic Zone (SEZ), bordering | 2 d o 
k E 


s should initially be helped 
vaea Chung Mao. This 


jan SEZ Z and then sit- 


gr : equity. investment than | 
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y James Clad in Kuala Lumpur 

llegations of impropriety periodi- 
cally have troubled the Kuala 
umpur Commodity Exchange (KLCE) 
ince its inception four years ago. 














tions that traders have misused clients' 
funds (REVIEW, 1 Dec. '83). But in re- 
ent weeks more serious problems 
have shaken the exchange, seriously 
eroding confidence in it. 

;. This has called into question the ac- 
tions of the KLCE and its associated 
Kuala Lumpur Commodities Clearing 
louse (KLCCH), an integral part of fu- 
es trading and a joint venture be- 
ween the London-based International 
ommodities Clearing House — which 
s 30% of the equity -— and a collec- 
n of local banks. All floor members 
Of the KLCE must be clearing-house 
members. 

ane the KLCCH was CR 





| way the exchange authorities deal with a trading member 
raises questions about Kuala Lumpur’s international standing 


‘these have usually focused on sugges- | 


cording to reliable sources, that day 
controlled at least 90% of all spot- 
month open positions for the current 
month. Meanwhile, the KLCCH’s un- 
precedented decision to reject regis- 
tration of spot-month contracts traded 
on 28 February and worth at least M$8 
million (US$3.4 million) has as- 
tounded traders. 

Palm-oil futures trading on the 
KLCE for much of the past year has 
seen wide price swings and hectic ac- 
tivity. In response first to slack de- 
mand and later to tight supply for 
vegetable oils, prices ranged from as 
little as M$300 a tonne for far positions 
in 1983 to spot-month prices of 
M$3,000 a tonnein mid-January, when 
many traders were badly squeezed as 
those long of the market were able to 
extort fantastic prices from the shorts 
caught by mid-month deadlines for 


| physical delivery. In this volatile envi- 


ronment, market operators sensed op- 


| portunities for quick killings. The re- 





y Brian Robins in Sydney 


ar from providing Australia's fed- 
eral treasurer with a straight- 
orward strategy for the deregulation 
f the country's financial system, the 
Martin Committee of Review has given 
he government a report which, if 
dopted in full, would further enhance 
e power of the banks in the financial 


- the recommended. introduc- 


stor. While a key component of the - 


a do not ncssa: encompass pre for Australia’s 
ominant banks, suggests the open-ended Martin Report 


The Martin Committee was to re- 
commend means of implementing the 
recommendations of the earlier 
Campbell Report. The report fails to 
give the authorities a blueprint for 
further deregulation of the financial 
sector; rather, it raises issues which 
need to be resolved before further con- 
trols can be lifted. 2 | 

Other major recommendations of the 
Martin Committee include that: _. 

» The proposed new banking licences 
be allotted by tender. 

» Trading banks ultimately be per- 
mitted to offer interest on short-term 
deposits. 

» The 30/20 rule be abolished. (This 
rule demands that the big life-assur- 
ance offices have at least 30% of their 


investments in government and semi- | 


government securities, with 20% in- 
vested in national government sec- 
urities. In return, these funds have a 
tax-free status. ) 














































































especia iyi in 1 the ligt oft 
The major criticism of the report is | in bringin 

that it is too heavily weighted in favour | tl 
|. of the banks, But this is only. to be Ku € 


sisted the imposition by the KLCCH of. 


a stiff increase in Sakapp' s deposit 
cover for its customers' spot-month 
contracts. One customer in particular 
was seen as having a very extended 
short position in the market. KLCCH | 
inspectors visited Sakapp on 15 Feb- 
ruary and the next day demanded an 
increase from M$3,000 to M$10,000 
per open-contract deposit, amounting 


toan additional sum of M$20 million in 


cover. | 
Sakapp's lawyers promptly. wrote to 
the COSME Ken pound 





"prejudicial t to the publics interest.” ae | 


lawyers wrote. In apate of letters t 








Sakapp accused the 
er ately *prejudi ing Sakapp’ 's custom- 
ers’ positions." Sakapp sought and | 
won (on 1 March) an interim injunction | 
against the KLCCH, preventing collec- 7 
tion of the extra deposit. » 
The firm contended that the clearing . 
house "contravened its own regula- 
tions by lene e extra belii uisi cover on 








pected, since of all the major particip- 
ants in the financial sector it is the 


i banks, that. have suffered most from 





ng restrictions so that, if some of 
these were raised, they. would be the 
major beneficiaries. MEE 
Government response to the Martin 
rt has been cool, with Treasurer 
Paul Kea ing calling for further public 
debate before the government decides 
which way to move. In addition, there 
has been some discussion of the r 
port' s recommendations in the fede: 
cabinet, with several ministers call 
for the government to refrain from de- 
ciding on which recommendations to 





implement until after the national con- 





ference of the naling! d Labor nm 


| around J es 





ie p prn community 
off guard, and won a wide round. of 
applause and support. But the free- 
market attitude of the government in 
that instance created a climate of: 
widespread optimism that further 
moves would come quickly. | 


lor (ENG 


here is likely to. be bitter opposition 
within the ranks of the Labor Party 
to giving further power to, th 3 
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Sakapp lhe wae thet 
to reauike aes o Sud dept es 
on all traders," (a point that seems to 
have belatedly been acknowledged by 
the KLCCH which, on 22 February, 
sent a deposit-demand circular to all 
members). Sakapp alleged "interfer- 
ence with trading to the benefit of 
another set of traders." The 1 March 
injunction from the Malaysian court 
prevents the KLCCH from enforcing 
its demand for extra deposit cover 
pending adjudication of Sakapp's suit 
against the clearing house for dam- 
ages. 


Aa problem overwhelmed the 
exchange the same day the lawyers 
were haggling in court. On 28 Feb- 
ruary, the commodity broker Matthes 
and Porton says it received instruc- 
tions from one of its major clients, Sun 
Edible Oil Industries, to sell “unli- 
mited amounts" of palm oil in an effort 
to drive the market price then prevail- 

g (about M$1,400) down to M$1,200a 

nne by the close of trading that day. 
(Although Matthes and Porton has 
links with the respected Dutch firm of 
the same name, it is wholly owned by 
local interests [Eastern Plantations]. 
Sun is owned by Johor interests and 
has an issued capital of M$4.13 mil- 
lion, according to palm-oil industry in- 
formants. Its managing director is Lee 
Boon Joo.) 


meet this criticism head on, arguing 
that the Labor Party owes the banking 
sector nothing, so why should it con- 
tinue featherbedding its profits? 

The cornerstone of the Martin Report 


is the committee’s view that the basic . 


distinction between banks and the 
non-banking financial institutions 
(NBFIs) should continue to be made. 
“This distinction is based primarily on 

the maintenance of high standards for 
» 






try into banking and the continua- 
on of relatively stringent ongoing 
prudential supervision, though it re- 
lates to the nature of banking ac- 
tivities,” said the committee. “It re- 
flects the view that undoubted confi- 
dence in banks is crucial to a well- 
functioning and stable financial sys- 
tem." 

The committee's support for the con- 
tinued differentiation between the 
banks and the NBFIs highlights the 
conservative attitude it has taken to- 
wards the role of the banking sector in 
the financial system. *A fundamental 
question, which will influence views 
on both participation in banking and 
the related issue of the prudential 
supervision of banks, is the nature of 
the banking system envisaged," the 
committee commented. 

"At the most basic level is the ques- 
tion whether there is a desire to see the 
continuation of banks as distinct par- 
ticipants in the financial system. If 
banks were not to remain a function- 
ally unique institutional class, then the 
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comment on this whan approached by 


the REVIEW. In the light of these events, 
the KLCCH at first sought to enforce 
the contracts, if necessary through 


Matthes' own liability, but later in the 


day prepared a notice advising that the 
763 lots purportedly sold on Sun’s in- 
structions would not be registered. The 
effect of this first-ever move by the 
clearing house is to deny buyers in- 
house remedies against the broker and 
to leave M$8 million or more of sales 
suspended in mid-air. 

The effect on trading was immediate 
and drastic: on the morning of 29 Feb- 
ruary it virtually ceased — only 12 lots 
changed hands the entire day — and 
fewer than 200 lots moved the next 
day. The Palm Oil Refiners Association 
of Malaysia condemned the “deregist- 
ration" in vigorous language, saying: 
"The action of the KLCCH has de- 
stroyed the good name of Malaysia and 
certainly frustrates all efforts by the 
government to develop [Kuala Lum- 
pur] as a commodity centre in the 
world." 

Whether the contracts — made be- 
tween floor members — were automat- 
ically registered by the KLCCH (and 
then “deregistered”) remains unclear, 
but analysts feel the blunder by. the 
clearing house was not its position on 


Keating: cool response. 


whole significance and importance of a 
policy on participation in banking, as 
distinct from the question of participa- 
tion in the financial system would be 
removed. A major distinguishing fea- 
ture of banks is their acceptance in the 
community as financial institutions of 
exceptionally high standing." 

It identified a number of other for- 
mal characteristics of banks, includ- 
ing: 

» Observance of especially stringent 
prudential standards in respect of 
their capital structure and in the man- 
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jut E T EU in ES face of 
what was, "at t the very least, a major 
misunderstanding with immediate fi- 
nancial consequences for its members. 
“If ever a situation called for tempor- 
ary suspension of trading," said one 
broker to the REVIEW, “this surely was 
1t. 

Some officials within the KLCCH at 
first urged Matthes to buy back an 
equivalent amount of palm oil to cover 
itself, but the firm believed it might 
suffer an up to M$2 million loss if it 


pursued this course in a market fully - | : | 


prepared to capitalise on a fellow 
trader's distress. The stakes are big: 
the 500-lot purchaser in fact could 
gain as much as M$3 million from his 
timely buy. 

The KLCE board has held two extra- 
ordinary (and secret) meetings since 
the 28 February affair. At a 6 March 
board meeting convened away from 
the exchange's own boardroom and 
protected by security guards, the ex- 
change heard the clearing house hold 
firm to its decision not to register the 
contracts. Reliable sources have told 
the REVIEW that Primary Industries 
Minister Datuk Paul Leong will be 
asked by the board to approve the in- 
vocation of emergency regulations to 


unravel trading irregularities which | 


some say may have been highlighted by 
the Sakapp and Sun affairs. ü 





agement.of liquidity and depositors' 
balances. 
» Possession of legal authority to deal 
in foreign exchange and to issue 
cheques. 
» A special relationship with the Re- 
serve Bank of Australia stemming 
from the bank's responsibilities to pro- 
tect bank depositors. 

From this base, the committee then 


‘drew up a broad set of objectives for 


new banking entrants. This included 
maintaining  prudential standards, 
protecting existing banks from unfair 
competition, ensuring that banks 
undertake a desired range of business 
and ensuring that banks' operations 
are run in accordance with Australian 
law while a particular level of Austra- 
lian ownership is achieved. 

But far from giving the government a 
straightforward set of criteria for the 
introduction of foreign banks, the 
committee, hanging its argument on 
the financial strength of new appli- 
cants, gave the government an array of 
equity choices. Under present legisla- 
tion, the maximum shareholding per- 
mitted in a local bank is 10% of the 
capital. However, for new entrants, the 
Martin Committee suggested that spe- 
cial exemptions be given to allow ap- 
propriate interests to have sharehold- 
ings of up to 15% of the capital of any 
new proposed bank. 

“Such exemptions [to allow the 
proposed 15% limit] would be based on 
the desirability, in the national in- 
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terest, of increasing the level of par- | 


ticipation and competition in the 
banking system," said the report. 


"They would be granted only to in-. 


terests which were of undoubted fi- 
nancial strength. The extent to which 
an individual shareholding was al- 


lowed to exceed the 15% threshold. 


would also depend on the quality of the 
other shareholdings and the overall 
expertise of the group seeking the li- 


cence. The maximum shareholding of 


any individual, or associated group, 
would be limited to 50%.” 

The entire issue of foreign equity in 
any proposed new banks is a vexed 
one, and it is expected to result in ex- 
tensive debate within the Labor Party. 


While the Martin Committee proposed. 


no change in the present 10% equity 
ceiling for the existing banks, it agreed 
to a 15% threshold for any new en- 
trants, while giving some the opportu- 
nity to retain a 50% stake. 

Not unnaturally, there has been a lot 
of posturing by some larger interna- 
tional banks over the issue of equity, 
with some (such as Citibank) demand- 
ing 100% control of any offshoot. 
Nonetheless, the committee's view 
conceded a greater level of equity in 
any new participants given that the 


"m | 


Reserve Bank: adopting a stringent attitude. 


foreign backers of any new bank would 
need a large enough slice of the equity 
to entice them into backing the estab- 
lishment of a new operation. 


gain, the onus is placed on the au- 

thorities, since it is they who must 
establish the criteria for what consti- 
tutes *undoubted financial strength." 
The committee also proposed that any 
new licences granted should be put up 
for tender, as being the fairest means of 
allocation — a proposal which is 
fraught with dangers. 

But the broad thrust of the recom- 
mendations may be seen as unsatisfac- 
tory, since, if the committee's recom- 
mendations are adopted, then pressure 
is on the government to determine its 
attitude to a number of the recommen- 
dations before any changes are im- 
plemented. Looking at the specific 
proposals, the committee  recom- 
mended that all controls over interest 
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ates be r , especially since it 
considers such controls to be inap- 
propriate for either monetary policy 
objectives or prudential purposes. 

The committee also recommended 
that the range of controls on both the 
savings and the trading banks over the 
payment of interest on deposits of less 
than 30 days, and certain limitations 
on the size of deposits, be abolished. 
While most of these changes are 
mechanical, they hold the potential to 
force dramatic changes on the way the 
financial system has developed in the 
post-World War II era. 

Over the past decade in particular, 
the growth of merchant banks (for the 
most part little more than money-mar- 
ket corporations) has been dramatic. 
Partly, these were established by a 
range of overseas groups (often with 
local partners) preparatory to getting 
full access to the domestic financial 
system. The controls on the banks have 
effectively precluded many from being 
directly involved in the money market, 
leading to the establishment of a host 
of fringe groups. 

While the Martin Committee has re- 
commended that these interest-rate 
and associated controls be relaxed 
over time, this proposal if adopted 





may lead to a further increase in the 
power of the banks as they force out 
many of these fringe groups. 

The committee also called for 
further prudential controls to be de- 
veloped, and implemented, by the Re- 
serve Bank, with the broad principles 
of this policy to be determined by the 
Reserve Bank in consultation with the 
treasurer. But instead of a broad set of 
prudential requirements, the commit- 
tee favours the tailoring of the specific 
prudential requirements to reflect the 
risk characteristics of the particular 
bank's balance-sheet. 

Two of the principal existing pru- 
dential requirements already in place 
are the liquid assets and government 
securities (LGS) and the statutory re- 
serve deposits (SRD) ratios. At present, 
the LGS ratio requires that all trading 
banks retain 18% of their deposit 
liabilities in either deposits with the 
Reserve Bank or in government sec- 


was introduced as an aid to monetary 
policy, though, as the committee noted, 
it has gained prudential significance 
over time.) 

The committee opted for the for- 
malisation of the LGS ratio as a pru- 
dential requirement, along with a 
modest relaxation of its implementa- 
tion, so that the minimum level be ob- 
served on a weekly average basis over a 
month, with the prospect that banks 
could, from time to time, allow the 
ratio to fall, say, 2% below the mini- 
mum level set. This would give the 
banks a great deal more flexibility to 
deal with their changing liquidity 
positions, especially during times of a 
traditional rundown in domestic 
liquidity. 


n addition to the LGS ratio, the 
banks are also subject to the SRD 
ratio which currently stands at 7%. The 
committee proposed that, if there are 


A 


urities. (This requirement originally - 


to be direct controls, instead of g 


SRD control it would be preferable if i 
took the form of a variable-reserve 
ratio, with a near-market interest rate 
paid on the reserve assets. 

The committee also highlighted how 
the changes to the financial system 
should force changes to the present im- 
plementation of the LGS and SRD 
controls, anyway. For example, the 
LGS ratio is set against the deposit 
liabilities of the banks, yet there has 
been a substantial growth in the non- 
deposit liabilities of the banks (the ac- 
ceptance of bills, for example). Natur- 
ally, these non-deposit liabilities 
should also be included in any deter- 
mination of prudential liquidity re- 
quirements of the banks, even though 
they may not need the same LGS as de- 
posits. 

The proposals in this sector come as 
the Reserve Bank is grappling with the 
entiré*.issue of prudential require- 


gent attitude, for example, over subor 


ments. It-has recently adopted a bor 


dinated debt, which the Westpac 
Banking Corp. recently included in its 
capital base when drawing up its bal- 
ance-sheet, a move which the Reserve 
Bank opposed. The committee called 
for the Reserve Bank to review the ex- 
tent to which subordinated debt be 
taken into account when reviewing a 
bank’s capital position. 

The committee consistently refused 
to draw up a set of general guidelines 
for the adequate capitalisation of any 
bank, arguing that this should be de- 
termined by the prudential supervisor 
when looking at the circumstances of 
the individual bank. In other areas, 
such as access to the cheque-clearing 


_system by any new entrants, the com- 


mittee’s views were simple and clear: 
with any new groups hoping to gain ac- 
cess, the Reserve Bank would oversee 
negotiations to ensure that access to 
the clearing system did not constitute a 
barrier to entry for any.new com- 
petitor. 


15 MARCH 1984 e FAR EASTERN ECONOMIC REVIEW 


TATA 








N IB Hh FIs ; shi Manet oth atk nt Mes: 
"e gri oet apres ben, given ud 
importance of maintaining full confi- 
dence in the system, though, if the pru- 
dential controls over the NBFIs were 
tightened — to bring them closer into 
line with the banks — then this posi- 
tion should be reviewed. The commit- 
tee did concede, however, that it is a 
matter of high priority that the banks. 
make agency facilities available to 
NBFIs on commercial terms, and that 
the Reserve Bank also should oversee 
such negotiations. 
» Meanwhile, the Martin Report has 
thrown cold water on present propo- 
sals for the establishment of an 
offshore-banking centre in Australia. 
While an offshore-banking centre 
proposal has attracted the support of 
state governments in New South Wales 
and Victoria — largely on the basis 
that it would create considerable em- 
loyment opportunities and attract 
n economic activity — the Martin 
Committee raised doubts as to the 
economic impact of such a move. 

Part of the reason for the support of 
the proposal is the claimed time-zone 
advantages Australia possesses, filling 
the gap between the closure of North 
American markets and the opening of 
Singapore and Hongkong. Tax conces- 

sions would need to be made, and the 
Reserve Bank would need to establish 
new prudential controls to monitor 
such banks. 

But the committee agreed that the 
lateness of such a move (since there al- 
ready are well-established centres in 
Asia) and the poor geographic proxim- 
ity of Australia to most major financial 
centres of the region would limit the 
impact of such a move. "The group 
judges that, while there are likely to be 
benefits from the development of an 
offshore centre, the direct impact on 
Bl employment and economic activity 

ind on invisible earnings would be of 
limited magnitude," the' xc ommietes 
said. 

"The broader benefits eee ikter- 
nationalisation of the Australiar fi- 
nancial sector are difficult to assess. 
The group notes that such inter- 
nationalisation should in any event be 
furthered by substantial dismantling 
that has occurred in exchange con- 
trols. The development of an active 
Australian offshore-banking sector 
would be facilitated by — indeéd, it. 
would almost certainly require — the 
granting of considerable concessions, 
financial and poli¢y orient,” “said 
the report. 

“The group recognises that scope 
now exists for initiatives by private in- 
terests in the conduct of offshore- 
banking business. It questions, how- 
ever, the justification for tax conces- 
sions which would result in tax treat- 
ment of international banking ac- 
tivities that was more favourable than 
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By Brian Robins in Sydney 
Sepe s Oversea-Chinese Bank- 
ing Corp. (OCBC) is jeopardising 
the successful conclusion of Elders 
IXL’s A$915 million (US$867 million) 
takeover offer for Carlton and United 
Breweries (CUB), following its failure 
to accept the Elders offer for its CUB 
holding. OCBC holds 13.5% of CUB. 
At the conclusion of Elder’s formal 
takeover offer, it held 84% of CUB’s 
capital — insufficient to be able to 
force out the small minority sharehol- 
ders left. Under Australian company 
law, if more than 75% of shareholders 
representing more than 90% of the 
total shares outstanding accept a take- 


- over offer, then the balance of the capi- 
tal can be compulsorily acquired. Ear- 
lier, the head of Elders IXL, John El- 
liott, had publicly stated that OCBC 





would accept the offer for its holding 
in CUB, a confident claim not borne 
out by events. 

Elders still has an on-market offer 
for CUB under way, but the refusal of 
OCBC to accept the formal offer indi- 
cates that it also will refuse the on- 
market offer. Elliott is threatening to 
seek the de-listing of CUB, as well as 
claiming that no dividends would be 
paid by CUB in the future unless the 
small shareholders bail out. 

Most analysts are expecting a rash of 
major asset sales as Elders attempts to 
reduce the high level of borrowings 
made to finance the audacious offer. 
Virtually all the acceptances Elders 
has received for its offer have been for 


cash, indicating that it may need al- 


most the full component of around 
A$900 million to finance the bid. 
HIM Elders X te o was al- 
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OCBC s CUB-boa 


The leading Singapore bank's partiality sways the 
outcome of a major Australian takeover bid 
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ready highly geared, a situation wh ér 
may have been exacerbated for a time 
following the recent breaking of & i! 
major drought. (As Elders is a big pas S- 
toral concern, demand by the rural sec 
tor for funds following the ending o ) 
the drought, and before rural inco d 
rose, would have increased sharply. m 
Elders to date has been unable to 
clarify why OCBC has failed to accept 
its offer for the CUB holding. 

It is thought OCBC simply feels ! 
offer price — A$3.82 a share, in cm Bt, 
is too low. The Elders offer was con- 
demned by stockbrokers Potte 
Partners (who did an independent as- 
sessment of the offer for shareholders) 
as not being fair and reasonable. | 

In addition, OCBC was friendly wi d 
the old CUB board, which has no ^ ia 
been routed as a result of the Elder 
move. In May 1983, CUB raised A$23.7 7 
million through a share placement. 
Part of those shares was placed with — 
OCBC, which gave OCBC an estimated - k 
5% stake in CUB. While OCBC con- 
firmed it was a shareholder in CUB, its - 
precise holding was never clarified. 

That holding has been topped up by 
additional share buying, to give OCBC 
its present 13.5% stake in CUB. Before - 
Elders launched its offer for CUB, it — 
was half owned by CUB. A surprise 
partial offer launched for CUB by Ro " 
Brierley's Industrial Equity then saw - 
Elders enter the play — buying out the - 
Industrial Equity holding, and then 
making a grab for control of CUB. — — 

The CUB board failed to move. 
quickly enough to defend itself (by 
buying sufficient shares in Elders to — 
make it a subsidiary, which would 
have then forced Elders to offload an es 
CUB shares held), and soon after ad- 
vising shareholders that no decision | 
had been taken by directors whetherto 
offload their holdings in CUB, it com- - 
menced selling, without further advis- | 
ing shareholders. ; 

While Elders is threatening to seek - 
the de-listing of CUB as well as not to © 
pay dividends, it may leave itself open k | 
to legal challenge. CUB is clearly very | | 
profitable (it earned A$33 million in - 
the December 1983 half) and by not | 
paying dividends, it would hurt Elders! 
as much as the shareholders. 












» Lincoln Kaye writes from Si | 
OCBC sources declined either to 
confirm or deny the group's eem 
of the Elders bid or the size of its CUB 
holdings, “lest the affair degenerates | 
into aslanging match.” The latest pul * 
lic disclosure of Sees gale interest in 
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Make the Asia Yearbook part of your Review | | bankruptcy in Japan since World War 


II — was the result óf a rapidly shrink- |. 
ing market for Mamiya cameras over- 


. Everything from Finances & Currencies to ` 


late: Soft cover US$19.95 or HK$150 (or the ` 





| Osawa owed Mamiya ¥5 billion. 


especially in camera shares and other 
precision 


“the yen. 


on] 


time OCBC chairman Tan Sri Tan Chi 
Tuan. Since Tan's retirement last Oc- 


| tober there has been no formal link be- 


tween Straits Trading and OCBC, but 
the two are still widely believed to be 
part of a loose “club” of firms. 


Other members of this club include 
| Great Eastern Life Assurance and the 
Fraser and Neave food group; both of 
which are rumoured to have picked up 


largé blocks of CUB shares at premium 
prices in married deals in recent 
months. Aggregating their stakes 
yields the 13.5% CUB holding ascribed 
to the OCBC g group, but since there is 
no formal connection between the Sin- 


gapore companies, OCBC has not had. 


to register itself as a substantial (that 
is, more than 1026) shareholder. 


Registered or not, the OCBC group's. 


holding is substantial enough to re- 
duce Elders’ threats of delisting and 


withholding dividends to mere bluster, . 


in the view of loeal followers of Aus- 
tralian equities. 


Australian law prohibits delisting of 


COMPANIES/JAPAN 


Crete ttt hm perpen TARPS HSCEI Mm 


M i ip st 
portedly was. held by Straits Trading 
Co., which then was headed by long 





A lack of vision - 


local sources stress, nothing prevent: 
-Elliott from extending another, more 
the hold-out 











tionable charge of “oppressing” 
minority shareholders under the Au- 
stralian Companies Act. 


Besides, Elders needs CUB di- 


-vidends even more than the minority 
-holders, sources reason, now that it 


cannot directly tap the brewery's cash 


flow to offset its borrowings for the 


takeover bid. Without dividends, the 
only other way for Elders to get cash 


"out of CUB would be to sell off assets 


and release the capital gains to 
shareholders — a step which would 
benefit the OCBC group and other 
ni 3 holders as mye as it 










would Eiders. | 


standing cash offer for CUB shares, 


attractive | offer to 
shareholders. Meanwhile, OCBC 
might well feel it can afford to discount 
his threats and hang on. n 


Japan's third-largest post-World War H MËänkrůptey' is 


By Hikaru Kerns in Tokyo 


Te collapse of. trading. company J © 
Osawa and Co., — the third- largest 


seas and for Osawa's brands of luxury 
imports into Japan. On 29 February, 
the company filed for reorganisation | 
under Japan's corporate rehabilitation 





law, with debts estimated at 120 bil- | 


hon (US$515.5 million). Prospects for 
survival are not bright. 


Until early February, Osawa wasthe | 


largest shareholder in Mamiya Camera. 
Co. and its sole distributing agent 
overseas. Mamiya, listed on the second 
section of the Tokyo Stock Exchange, 
is expected to follow Osawa to court to 


seek protection from creditors. Mami- - 


ya's debts are estimated at about ¥23 
billion. The company failed to honour 
notes of *780 million that fell due on 
29 February. When it went bankrupt, 


Osawa's bankruptcy prompted a 
wave of selling on the stockmarket, 


instruments, though the 
market has subsequently recovered 
because of the sudden strengthening of 


The bankruptcy seems to be for 
reasons linked specifically to the com- 
‘pany, though there also has peen genos 






um 
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and Olympus. Mamiya was late i in de 





primarily the eaea et internal mismanagement 


eal weak demand for cameras of 
late. Osawa tied up with Mamiya in 






1965, even d ee 30% of the 


r Japanese pd Mamiya PA 
for 50% of Osawa's total sales. 

But in recent years Mamiya has been 
increasingly edged out of the market 


veloping electronic cameras and in of- 
fering cheaper models for less s ae 
lated Z 






billion. - teak camera sales was only 
one reason, The company had been 
shedding divisions, such as household 
appliances, as part of a retrenchment 


policy, while its other main area of 


concentration — imports. of luxury 


items — was losing the battle against 


domestic-brand goods. Items such as 
Pierre. Cardin timepieces, Head Skis 
and Ben Hogan golf equipment no 
longer held their appeal. and inven- 
tories piled up. 

Although Osawa showed. a net profit 
of ¥150 million in the six-month term 
ended June 1983, this was. achieved b 








us: cording to 
| r And withholding Ea 
vidends could subject Elders to an ac- 


After expiry of ‘Elders’: ‘still-out- Me 




























p n s s difficulties, meanwhile, 
wounded one of the fastest-rising stars 
of the VET aai industry. Set 
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Ey de of the ia formation in- 


reholder in Olympic Co., a high- 
chnology company listed on the sec- 
ond section of the Tokyo Stock Ex- 
change, and also had tie-ups with IBM 
Japan and Mitsubishi Corp. 


10 80 eyed Mamiya for its exper- 
Mas tise in optical equipment and inte- 
grated circuits. On 3 February, it paid 
some ¥3 billion for Mamiya shares at 


¥391a share, when Mamiya increased 


its” pital. 
ly rose to ¥500 but trading was 
suspended on 1 March when the com- 
ys financial troubles became 
10wn. Cosmo 80 had been on the 
oint of bringing Mamiya into its cor- 
porate fold. At a press conference, the 
.. Cosmo 80 president Yuraka Usui, se- 
^ verely criticised Osawa, indicating he 
was considering legal action. 
For his part, Osawa's president, 


Mamiya's stock sub- 












. Zenro Osawa, referred to Mamiya's | 
- „poor camera sales overseas while also - 


blaming the lack of any affiliation with 










tas allow financial backers of enter- 


arge nu ot f banks, SO 
: en the crisis developed, it 
stood alone. 

. Even so, some of its largest creditors 
are banks — Sanwa Bank is owed ¥3 
^. billion and Saitama Bank ¥1.5 billion. 

The remaining debt is scattered among 
. some 1,000 creditors. Osawa's assets 
















creditors are expected to receive 


g ompany, Osawa has com- 
d ttlein the way of plant and 
uipment, property, or other readily 
eable assets. Its shares in Mamiya 
also may prove to have fallen drasti- 
cally in value, though there is more 
5; hope for Mamiya' s recovery than 
o Osawa's. 
^s „Aside from Osawa himself, who 
wns 7% of the company, the biggest 









nppon Life Insurance Co. (4.9%), 
zen Co. ke: HO Dai- ichi Mutual 


‘It had become the largest | 


loss 


ajor bank — Japanese banks often | 


re recorded as totalling ¥74.6 billion, 


iareholders i in Osawa as of 3 January | 
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aa oba but London- 
quoted electronics company BSR In- 
ternational plc has reported a drama- 
tic turnaround in its fortunes. It an- 
nounced net attributable profits for 
calendar 1983 before extraordinary 
items of £17.4 million (US$25.9 mil- 
lion), compared with the £19 million 
loss suffered in 1982. Earnings per 
share before extraordinary items 
were 11.8p (compared with a 18.5p 
previously) Extraordinary 
losses totalled £4.2 million, resulting 
from business closures. 

The key electronics division re- 
corded sales of £174.6 million (£125 
million previously), which translated 
into a 105% improvement in profits 
— the division made profits of £25 
million (£12.2 million previously). 
Debt also is down dramatically, from 
£42 million to £4.1 million, partly the 
result of a successful rights issue in 
April 1983 but also because of 


| rationalisation. As a result, group 


gearing is 41% (178% previously). 
Chairman Bul Wyllie, who took 


| 
| 
| 
| 
| 
| 


mt 


charge in October 1982 wh 

was on the point of Hen 
(REVIEW, 11 Aug. '83), cor 
that the year had been one 

rationalisation xi 

While the group would 
maintain a presencein its 
audio, industrial and : 
fields, he said special ettot : 
be made to wider BSR's proc 
into high-technology - 
components and comp 
pherals. ‘Wyllie added that t 





































robotics and "Putemated ma 
turing experience with t 
technology electronics e 
another subsidiary, Astec, 
pected to lead to more opp 
for the development o 
business. The directors 3 
were confident the gre 
achieve further strong grow 
A final dividend of 1.5p ashar 
declared, bringing the total. 
for the year to £3.2 million. The i 
no payout in 1982. — CHRISTOPHER WOOD 











Dusit Thani down. 

Dusit Thani, one of the two listed 
hotel companies on the Bangkok 
stockmarket, posted a Baht 54.7 mil- 


lion (US$2.38 million) after-tax pro- 


fit in 1983, representing a small de- 
cline from the previous year. Sales re- 
venue dropped marginally from Baht 
336 million to Baht 334 million over 
the year. The decline was attributed 
io tough . competition . 
Bangkok hotels after several new 


.first-class hotels opened last year. 


~~ PAISAL SRICHARATCHANYA 


Lepanto's leap 


The devaluation of the Philippine | 
peso in 1983 helped Lepanto Consoli- | 
. dated Mining Co. improve itsnet pro- | 


fit to P98.3 million (US$7.02 million) 
in 1983, a 284% 3 


Carlos Palanca said the company rẹ- 
ceived higher prices for its products, 
averaging 71 US cents a lb for copper 
{against the previous year’s average 
of 69 cents), US$411.2 an oz for gold 
(against US$375.2) and US$10.26 an 
oz for silver (US$7.58). Currency de- 
valuations in June and October 1983 


had the effect of boosting the peso | 


proceeds of Lepanto's foreign-ex- 
change earnings. 

The devaluation also was cited as a 
positive factor by Trans-Asia Oil and 
Mineral Development Corp., though 


among | 


| increase over | 
the previous year. Lepanto president | 
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its net profit fell 5% to P13.1 million 





dn the ear ended 31 Aug. 1983. Gross | 


| proved performance. A nearly Baht 


billion. Net profits on a group basis | 













from P23. 8 m 
was more tha 


largest. con | 
glomerate in Th da: 3 
550.8. million (US$23 9 Filion) )a 
tax profit in 1983, up 20.7% from 
year before. Net earnings per 
rose from Baht 45.62 to Baht 55.8. 
the year. The company declared ; 
Baht 40-a-share dividend, ec 
to the Baht 24 in the previous 3 
The increased profit is the 
result of a private-sector constru 
tion boom in 1983: revenue from 
ment sales rose 4% in 1983 to Baht | 
11.9 billion. Management rationali- |. 
sation also contributed to the im- | 




























500 million reduetion in debt an 
loans to affiliated companies contri 
buted to a declinein total assets from 
Baht 9.3 billion in 1982 to Baht 8.8. 


nearly doubled to Baht 764 million. 
Meanwhile, Siam City Cement, 
second-largest of the three cement 
manufacturers in Thailand, reported. 
a 32% rise in after-tax profit to Baht. | 
317 million. Net earnings per share 
rose from Baht 50.4 to Baht 66.8. 
| | ~~ PAISAL SRICHARATCHANYA 
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the biggest loser. 
HONGKONG: Pre-budget jitters exerted a 


; negative impact on the market at the start of the 
period blt soon gave way to mounting expecta- 
: tions of a mild budget. News of the massive over- 
~ subscription of a new listing, Elec and Eltek, 
“helped bolster sentiment. The Hang Seng Index 
gained more than 7% on its previous close to 
„finish the period at 1, 102. 05. Volume increased 
slightly to a daily average of HK$193.3 million 
:(US$24.78 million). Jardine Matheson and 
-Hongkong Land came in for speculative selling 
in the early stages on renewed rumours of rights 
issues. 


: SINGAPORE: Volume thinned and losers out- 


numbered gainers by 121 to 76 in dispirited trad- 
ing, but bargain-hunters mustered sufficient in- 
terest to keep the slippage in Fraser's Industrial 
Index to just 20.6 points, closing it for the period 
-at 5,798.89. Even the government's “sunshine 
budget" (page 100) failed to rally investors’ 
irits .— they came back the day after to run the 
ndex down some more. Singapore counters 
seemed to fare somewhat better than Malaysian 
stocks. Straits Times, for instance, gained 70 S 
cents (33 US cents) to 8$10.20 while New Straits 
Times shed 5$2.00 to S$20. 


KUALA LUMPUR: Value and volume turnover 


slackened as investors chose to wait for more de- 
finitive leads from Wall Street — where a rally in 
the latter half of the period did not excite much 
interest here. Total volume was only 43.75 mil- 
lion shares worth M$159.7 million (US$68.7 mil- 
lion). However, the market reacted vigorously to 
specific reports of corporate developments — 
such as Chocolate Products' announced bonus 
issue — and encouraging interim results from 











(page 1 Ae threw the oma into a is 
ary spin. The Nikkei-Dow Jones Average drop- 
ped below the 10,000-point level before a sharp 
strengthening of the yen renewed confidence. 


s, which could benefit. from a strong yen, 
-moderately, while some export-related 
es d peo. Blue chips generally were weak 
- precisio r ents were sold after 


i p nod the Composite 
In lex x dropped 0.53 os a "point to close at 128.43 
and a’ daily volume was: down to 8.25 mil- 
i 1 fit-taking foll wingi the ay N of 
w ksi yas still being 







s, paper-and-pulps and other raw-materials. 


l| HONGKONG and js apan v were e the only Asian markets to buck the bearish trend in the 
| period to 5 Mar. — the former gaining more than 1% on its previous close. Taiwan was 


out by the fact that machinery and food and bev- 
erages, favourites in the buying spree, were 
among the worst performers. 


AUSTRALIA: After sharp price falls early in the 
period,’ markets recovered some of the lost 
ground during trading on 2 and 5 Mar. The Au- 
stralian All-Ordinaries Index shed 12.9 points to 
finish at 735.1. But at one stage the index sank to 


723.2, its lowest level since late November 1983. | 
However, the firming gold price and thestronger | 2 
trend evident on Wall Street underpinned the li- 





mited recovery. All sectors lost ground, though 
hardest hit were the All-Industrials and Oil and 
Gas indices. At one point, the latter shed almost 
30 points, as most speculative stocks fell out of 
favour. 


NEW ZEALAND: the market had a shakeout, 


with prices drepping steeply as buyers with- 
drew. Although the flow of bonus issues and 
share splits continued, it was no longer providing 
a lift to prices. March and April customarily see 
pressure on share prices; a major tax payment 
produces an equities sell-off and generally tight 
liquidity. Oil explorers attracted more attention, 
with volume notably better in some of the stocks 
which had drilled unsuccessfully in the past few 
months. NZ Oil and Gas, currently drilling, 
approaching its zone of interest, rallied strongly. 





TAIPEI: Prices tumbled across the = 





not expect the downward eadi to be ‘tone lived, 
given robust economic conditions as production 
and trade continue to rise. Some also pointed out 
that most institutional investors were holding 
shares rather than selling for quick profit. Aver- 
age daily turnover was NT$2 billion SIME 12 


million). 
MANILA: The mining index dropped 16. 03 


points to 1,138.57 while commercial-industrials 
fell 1.79 to 138.27 and oils fell 0.016 to 0.922. The 


market traded 224.72 million shares, worth | 5 
P26.2 million (US$1.87 million). Unusual activi- |- 
ty was seen in seldom-traded Manila Wine and. | 
Standford Microsystems as well as recently 


listed Cebu Oxygen, which accounted for P5.75 
million, or more than a fifth of the total value 
turnover. It appreciated by P2. Benguet lost P2, 
Atlas was off a half-peso and Lepanto. and 
Philex a quarter to a half-centavo. 


BANGKOK: There was no shortage of corpo- 
rate news but market reaction to it tended to be 
mixed. Cements generated much attention on di- 


vidend news from Siam Cement and Siam City | 
Cement (page 133). While a number. of indus- _ 


trials benefited from the improving corporate 
environment, banks and finances tended 1 





daily . turnover was .Baht 
(US$355, 000), while the Book Club: Ind 
a n a D to close at 118.91. Ds 
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contributing to the period's decline. Averaj e 
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Jon't do business in Australia without ta 
to the Commonwealth Trading Bank. 


Australia is a vast and complex marketplace advice on investments, markets and opportunities. 
iat requires a great deal of understanding. Allof which suggests that before you set foot 
And nobody could be in a better positionto in the Australian market, it makes good sense to 
ive you a knowledgeable introduction to it than talk to the Commonwealth Trading Bank. 
1e Commonwealth Trading Bank. Together we'll map out your future plans. 


twork of 12 
ra Lh echa eo 00 branches covers emempePETTEVYTURREJUITA 


Placing us perfectly to provide expert OF AUSTRALIA. 


rr further information contact: Mr Bob Storr, Chief Manager, Suite 2204, Level 22, Raffles Tower, 50 Raffles Place, Singapore 0104. Telephone: 224 3877. Telex: RS20920. 
r Geoffrey Gill, Chief Representative, 709-712 Tower II, Admiralty Centre, Hong Kong. Telephone: 5-28 6441. Telex: 60466. Mr Bill Holdsworth, Chief Representative. 
tite 1805, North Tower, Yurakucho l-Chome, Chiyoda-Ku, Tokyo 100, Japan. Telephone: (03) 213 7311. Telex: J28167. Offices also in London, New York and Los Angeles. 
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vith Mitsubishi Trucks 





















At Mitsubishi we've long understood the philosophy of good 
quality. Like you, we know that second-best is never good enough. 
That's why we dedicate ourselves to the development of first-class 
vehicles. Vehicles made with pride, so they can be driven with pride. 

Unbeatable quality is in evidence throughout the Mitsubishi 
truck lineup. Take the heavy-duty NV125S dumper, for example. 
It features an amazingly large 16cu.m. capacity ideal for transport- 
ing oversize loads through desert terrain. It also comes with an 
extra-long 6,550mm wheelbase and spoke tires with trilex rims for 
extra maneuverability. And its dustproof Mitsubishi diesel engine 
yields a maximum output of 310ps/2300rpm with hefty 16,000cc 
piston displacement. 

The NV125S is just one of a complete lineup of Mitsubishi 
trucks engineered and constructed to provide superior perform- 
ance under the most rugged operating conditions. They're available 
in models ranging from 3500 all the way to 61,065kg GVW. 

Mitsubishi trucks. Built tough to take you and your cargo 
wherever you have to go. Dependably. In first class. 


JOHN DEERE 
RELIABILITY _ 


A benefit 
you can 
on now and 


at trade-in 


You get more for your money with 

John Deere machines. Because their 
reliability pays each day on the job, each 
year on the books. 

All feature John Deere engines with 
ribbed one-piece block, induction- 
hardened crankshaft, and other heavy- 
duty parts throughout. Turbocharging on 
many units boosts power, saves fuel. 
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è 
More than 70 John Deere machines 
bring reliable production to 
construction, utility and forestry 
jobs. 


bank 


Maata final drives and brakes are 
mounted inboard, where they run cleaner 
and cooler. Brake systems are hydraulic 
wet-disk, to avoid problems of air-over- 
hydraulic systems. 

John Deere crawlers offer Dura-Trax™ 
undercarriages, sealed to increase ser- 
vice life. Boron-steel Dura-Max® blade 
edges for motor graders give up to 10 
times the wear of carbon-steel edges. 

Box-constructed booms, arms, and 
dippersticks on John Deere backhoes, 
excavators, and loaders are built to take 
the stress of heavy digging and loading. 

To find out more about the advantages 
of John Deere reliability, see your dis- 
tributor today. John Deere Intercontinental 
Ltd., P.O. Box 2000, Moline, Illinois, U.S.A. 
61265 


Dealers located in Bangladesh; Brunei; Indonesia; Korea; Malaysia (East and West); 
Nepal; New Zealand: Pakistan; Papua New Guinea; Singapore; Taiwan; Thailand. 
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An exquisite hysteria 


oshitoshi's Thirty-Six Ghosts by John 


Stevenson. 
US$29.95. 


Weatherhill/Blue Tiger. 


Toons Yoshitoshi (1839-92) is 
often called the last great master of 
Japanese woodblock prints. He grew 
up in the last years of the Edo period — 
a time of violence, decadence and con- 
fusion. Old, isolated Japan was dying; 
the brash, new Meiji era was about to 
begin. 

The violence and morbid decadence, 
also prominent features of the kabuki 
theatre of that time, were expressed by 
Yoshitoshi in his early prints with an 
aestheticism so baroque it bordered on 
the hysterical. But, asinthe work of his 
master, Kuniyoshi, it is an exquisite 
hysteria. Yoshitoshi may havelost hold 
of his mind at times, but he never lost 
control of his talent. 

The Meiji period, beginning in 1868, 
came as a shock. Traditional arts, such 
as woodcuts and kabuki theatre, so 
. central to life in Edo, became anac- 
hronistic, almost overnight. To be 
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wrenched so violently from the old 
world into the new was a mental strain 
for any man. For a man as sensitive as 
Yoshitoshi it was devastating. He had 
several nervous breakdowns. 

It is said that Meiji artists reacted to 
the changes around them in two ways: 
either a reactionary nostalgia for the 
traditional world of Edo, or a breath- 
less infatuation with things Western. 
There is no doubt Yoshitoshi was ex- 
cited by certain Western innovations, 
but nostalgia came to dominate his 
work. He was the last of a dying breed. 

It is entirely apt, therefore, that one 
of his greatest masterpieces was a 
series of traditional Japanese ghosts, 
entitled New Forms of Thirty-Six 
Ghosts, published around 1890. 
Perhaps he felt a special kinship with 
the restless spirits of the past haunting 
those living in the present. 

Most Japanese ghosts are female, 
often vengeful victims of male 
treachery or violence. Transparent and 
without feet, they return after death to 
haunt those who did them wrong. The 
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ghost of the maid Okiku (Jeff), 1s a cast 
in point. The wife of her employer acci 
dentally smashed a priceless plate and 


blamed it on the maid. Okiku, tortured 
and tormented. committed suicide but 
kept on emerging from the well 


she drowned. In Japan, as elsewhere, it 


where 


Often takes death to raise the guilty 
conscience 
Male ghosts are rarer, but when one 


does appear he is most likely to be 

samurai of the Taira clan, defeated 1 
the 12th century by the Minamoto clan 
Some claim to have seen the entire 
Taira army emerge from the waves ol 
the Inland Sea where their fleet wa 
crushed by the Minamotos. The fierce 
warrior (right) is wicked  Genta 
Yoshihira, a young Taira warrior with 
a habit of murdering relatives. He is 
about to attack Namba 
was ordered to execute the villain 


no Jiro 


The series is admirablv introduced 
and explained, picture bv picture, b: 
John Stevenson, a Hongkong 
businessman who owns many of the 


prints himself. The book is also admit 


ably produced. The prints have lost 
none of their original subtlety in the 
excellent reproduction. Buying this 


book is almost as good as owning the 
prints themselves. - IAN BURUMA 


LETTER FROM THE END OF THEWORLD ; 


t the southern tip of Hainan island 

lies the rocky promontory that 
the Chinese call Tienyahaijiao — the 
End of the World — in the same way, 
though in rather more grandiose 
tones, that the British call the most 
southwestern tip of their island 
Land's End and the French refer to 
the tip of Brittany as Finisterre. 

Also rather grandiose is the alter- 
native Chinese name for Hainan it- 
self: itis called Treasure Island on ac- 
count of its mineral wealth. But the 
name is also rather apt in view of its 
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palm-fringed, white-sand beaches. 
Indeed, the late president Liu Shaoqi 
saw tourist possibilities in Hainan 
when he visited the island shortly 
after liberation. 

He inspired the construction of a 
group of guest-houses in a charming 
compound by the sea at Luhuitou. He 
and other overworked members of 
the politburo began the custom of 
using the bungalows for rest and re- 
creation during the bleak northern 
Chinese winter. However, it needs a 


lot more to make Hainan attractive to 


more sophisticated tourists — those 
from the West, for instance. A few old 
women selling seashells by the 
seashore is a far cry from Hawaii. 
Also, the once-beautiful bay at 
Luhuitou is suffering badly as a re- 
sult of what many term the curse of 
Hainan — erosion. Until the end of 
the 19th century the mountains, 
which form the centre of the island 
and run down to the sea in the south 
and west, were covered with 
primeval forests. There were aloes, 
rosewood — reserved for the emperor 
— and ebony among teak and other 
hardwoods. Ebony was especially 
fashionable with the bourgeoisie of 
Western Europe for such items as 
hairbrushes in the early 1920s. 
However, the Japanese invaders in 
World War II were not interested in 
elegant wood but in obtaining vast 
quantities of timber for their war ef- 


Beach on Hainan's southern coast; e 
Hainanese girl: China's Treasure Island. 


fort. Massive deforestation took 
place, allowing typhoons to remove 
the fertile surface soil. No attempts 
were made by the Japanese — nor in- 
deed by the Chinese Kuomintang 
government, which continued to de- 
stroy the forests after the Japanese 
surrender — to plant new trees. 
Unhappily, there is little forest left 
today. Indeed, though the authorities 
claim there are still a few acres, this 
writer failed to see them during two 
recent week-long visits. Further- 
more, despite pressure from the late 
premier Zhou 
? Enlai and other 
2 far-sighted lead- 
3 ers, little reaf- 
—[|8forestation has 
x |8 been undertaken. 
2 Thus the classic 
[e] 
cycle evolved. 
After the trees 
were cut down, 
chronic erosion 
took place and 
the soil is now 






silting up the harbours, with catas- 
trophic results. 

Thousands of rubber trees have 
been planted but many look "sick" 
through lack of fertiliser. Three large 
factories built to produce fertilisers 
are closed because cargo ships cannot 
enter the silted-up harbours with 
supplies of vital raw materials and — 
even more important — coal. 

However, there is real hope that 
conditions will improve. Dredging 
will shortly begin on the main har- 
bour, Haikou — as a result of the 
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leadership's determination to deve- 
lop tourism on the island. They plan a 
direct ferry service to Hongkong as 
well as new air services. 

Already one floor of the Overseas 
Chinese Hotel in Haikou has been re- 
built to international standards, with 
luxury bathrooms and refrigerators 
in every room. There is, too, a group 
of well-trained, smiling young girls, 
all with a little English, who now 
form the hard core of a first-class , 
hotel staff. The guest-house in 
Luhuitou has been enlarged and the 
standards there are high, though visi- 
tors complain that they must travel 
two miles to a clean beach. The hot- 
spring resort of Xinglong is not so 
sophisticated. A huge pile of fresh 
coconuts was left at the top of the 
steps together with an axe so that 
guests could serve themselves. 


ut tourism is not the only iron in 

the Hainan authorities' fire. The 
island now forms one of the special 
economic zones where foreign 
investors are encouraged and given 
special facilities as far as profits, 
taxes and cheap labour are con- 
cerned. The authorities are anxiously 
looking for foreign investment for ag- 
ricultural projects such as the pro- 
duction of sugar and rubber and the 
establishment of fish farms and cattle 
rearing. Guthrie Corp. of Malaysia 
has undertaken a US$13.4 million 
joint venture with the Overseas 
Chinese Enterprise Corp. to establish 
a palm-oil plant and, after four years' 
hard work, it is now off the ground. 
However, an Australian joint venture 
to establish a cattle-raising project in 
Dongfeng county was handed back to 
the authorities after the experts had 
worked on it for two years. 

But it is in minerals that the real 
treasure of Treasure Island lies; it 
contains one of the world's richest 
open-cast iron-ore mines as well as 
valuable deposits of tungsten and 
titanium. The new leadership plans 
to modernise the iron-ore mine, 
which is stil using machinery 
brought in by the Japanese during the 
war. There is also a likelihood of 
offshore oil being struck in worth- 
while quantities in the Gulf of Tonkin 
to the northwest. So, within a few 
years, the flow of black gold may be 
as important as the flow of tourists. 

— CLARE HOLLINGWORTH 
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COME TO EUROPE. 


Sheraton also has fine hotels in North America, 
Latin America, the Caribbean, the Gulf, Africa, India, 
the Far East, Australia, New Zealand and Hawaii 


¢ 1984 The Sheraton Corporation 


Knowing where you're going 
is knowing where to stay. In 
Europe and around the world, 
that can only mean Sheraton 
Hotels. Where the art of hospi- 
tality finds new expressions of 
excellence. Where creativity 
and innovation result in a 
superior guest experience. 
Where sensitivity and respon- 
siveness to the needs of the 
business and leisure traveler 
corme first. In Europe, when 
you know where you're going, 
you'll come to Sheraton to stay 
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Sheraton 


Hotels. Inns & Resorts Worldwide 


Thc s n7xcrm11 Wt) r^ r í T TT | 
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For reservations and informa 


Bi$ enough 
to see bevond profits 
to people 


e» Sanwa Bank 


Tokyo, Osaka and 251 offices in Japan 


ul. 


INTERNATIONAL BANKING DIVISION: 1-1. Otemach: 1 Chome, Ch yoda-ku, Tokyo 100 Telex: 23320 Te (03)216-3111 


Network in Asia: China (Beijing Representative Office, Shanghai Representative Office, Shenzhen Representative Office) 
Hong Kong (Branch, 4 Sub-branches, Sanwa International Finance Limited, Sanwa-DSP Credit Limited. UBAN International 
Limited], Korea (Seou! Branch, Korean Development Leasing Corporation), Thailand (Bangkok Representative Office, The 
Siam Industrial Credit Co., Ltd.), Malaysia (Kuala Lumpur Representative Office, Pertanian Baring Sanwa Bhd .J, Singapore 
(Branch, Singapore Nomura Merchant Banking Ltd.), Indonesia (Jakarta Representative Office, P. T. SANWA-BRI LEASING 
P.T. Inter-Pacific Financial Corporation, 'P.T. Bank Bali), The Philippines (Philippine Pacific Capital Corporation Rizal 
Commercial Banking Corporation] "Technica! Assistance Agreement 


Sanwa Bank is one of Japan's 
leading banks, with assets of 
$92 billion and more than 6.7 
million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 
vides a full range of in-depth 
banking services in key financial. 
centers throughout the world 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 
that speaks your language. 
Contact Sanwa Bank. 
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Designed by pilots. 


This is the flight deck of the world's 
most advanced jetliner, demonstrating 
Airbus’ supremacy in ergonomics. 

Perfected by pilots, with pilots in 
mind. 

Providing clear, logical, “Need to 
know" in-flight data for optimum 
operational efficiency and minimum 
maintenance. 

Airbus. Putting all the advantages 
on your side. 


© Airbus 
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LETTERS TO THE EDITOR 


The press and the president 


The normally insightful 
Derek Davies misses the 
point in his comments 
about the United States 
[TRAVELLER'S TALES, 23 
Feb.]. The notion that the 
American media treat Pre- 
sident Ronald Reagan *as 
reverently as any 'guided 
press in less democratic 
lands" is truly incredible, 
particularly in an issue of 
the REVIEW which also car- 
ries articles on the compli- 
cated polemics necessary 
to criticise the party line in 
China and the suppression 
of discussion of constitutional amend- 
ments in supposedly democratic 
Malaysia 

During his US trip, Davies no doubt 
missed reading both The Washington 
Post and The New York Times, not to 
mention seeing Reagan's nationally 
televised news conference in which not 
only were the president's policies call- 
ed into question, but reporters ques- 
tioned his lucidity, wondering if he 
suffered from amnesia and asking if he 
was mentally capable of running the 


government. What would happen to 


"Hong Kong may never be seen 


Reagan: great expectations 





sreporters who asked such 
questions of some other 
leaders? 

Davies also concludes 
that US polities are more 
difficult to come to terms 
with than China's, reason- 
ing that "here we have a 
president whose record 
both domestically and in 
foreign policy has been un- 
impressive to say the 
least." During Reagan’s 
term, inflation has fallen 
from more than 12% to less 
than 4%, the unemploy- 
ment rate has had its most 

rapid decline in 30 years and real 
wages, which had fallen nearly 8% in 
the three years before he came to of- 
fice, have risen consistently since 1981. 
In fact, it is reasonable to expect that 
this presidential term will be the first 
on record to end with both lower infla- 
tion and lower unemployment than it 
began with. Surely that is something 
more than unimpressive. 
Foreign-policy success is harder to 
quantify, but no less real. Americans 
witnessed the hostage crisis in Iran, the 
burning of the embassy in Libya, the 


from a more magnificent 


point of view.” 


Only one hotel rises from 
the very edge of the 
world’s most spectacular 


harbour. 


The Regent. 

Inside, shimmering glass 
from floor to ceiling 
presents an unforgettable 
panoramic outlook. 
Truly an impressive 
location for Hong Kong's 
finest hotel. 


Ree 


HONG KONG 
A REGENT ® INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR. MANILA. FIJI. COLOMBO. SYDNEY. MELBOURNE. HAWAII. PUERTO RICO. ALBUQUERQUE. NEW YORK. CHICAGO. WASHINGTON 
HONG KONG 3-7211211, TELEX HX37134; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 





Soviet invasion of Afghanistan and the 
freewheeling military actions of two 
Soviet clients — Cuba and Vietnam — 
in the two years before Reagan came 
into office. The years since then seem 
more successful in terms of American 
interest, though admittedly far from 
ideal. 

The US presidential election is likely 
to be closer than Davies believes, far 
closer than in the vast majority of those 
countries Davies thinks treat their 
leaders less reverently, even those that 
have elections. Perhaps, despite our re- 
verence, we still expect a lot from our 
president. 


Arlington, Va. LAWRENCE B. LINDSEY 


Royal reporting 

For the record, may I point out that 
Reuters was not the only major foreign 
newsagency to spell out the smi 
cance of the Malaysian constitutiona 
amendments when they went before 
parliament last August, as David Jen- 
kins states [23 Feb. |]. 

Agence France-Presse, in a dispatch 
by its Kuala Lumpur bureau chief N. 
G. Nair, clearly stated then that the 
amendments appeared to be aimed at 
curbing the king's power and minimis- 
ing the risk of confrontation between 
the government and the rulers. I be- 
lieve that our Kuala Lumpur bureau 
overall did an excellent job of covering 
the constitutional dispute. 


PETER MACKLER 
Deputy regional director 


Hongkong Agence France-Presse 


Changing Korea 


So Prof. Lee Man Woo has finally vis- 
ited North Korea [2 Feb.]. He has in- 
deed travelled a long road since he 
publicly called on the Jimmy Carte: 
administration not to lessen 
Washington's support to the then 
South Korean president, Park Chung 
Hee. The plea came at the 1977 Confer- 
ence for a New Direction in United 
States-Korea Policy — at the height of 
the so-called Koreagate scandal. At 
that time, he saw Pyongyang's hordes 
poised to invade South Korea. Now he 
views North Korea only as *emotion- 
ally unfit," and therefore unstable, ir- 
rational and unpredictable, unable to 
come up with a determined and apt po- 
licy to deal with a divided Korea. 

Lee underscores what Japanese 
scholar Masao Okonogi ruefully ob- 
served about Korean political be- 
haviour as a whole: a traditional ten- 
dency to seek extreme solutions. The 
penchant for hyperbole in North 
Korea’s rhetoric confirms this. 

Yet I wonder what Lee would make 
of Pyongyang’s latest offer to settle the 
problem of the divided peninsula? 
North Korea’s President Kim Il Sung 
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Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 


The Beauty 
& 
The Best 


An the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment |... a. producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
loday, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful! 
cars. 
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China Airlines new Dynasty Class pro- 
vides more space, more comfort, more 
convenience and more service than ever 
for sophisticated travelers. And all at the 
normal economy fare, with no sur- 
charge, on our Boeing 747 services. 
MORE COMFORT 

Relax on seats normally reserved for first- 
class passengers. A full 29” wide with 
42” between rows. In a special area 
behind first class and in the upper deck 
of our 747s. 

MORE CONVENIENCE 


Check in at special counters. Baggage 









allowance the same as for first class. 
MORE SERVICE 

Guaranteed choice of meals. Wide range 
of complimentary drinks and cocktails. 
Free stereo headsets. All with attentive 
Dynasty service. 

Available on all China Airlines Boeing 
747SP, 747-209B and 747-Combi 
routes, Serving Taipei, New York, Los 
Angeles, San Francisco, Honolulu, 
Tokyo, Amsterdam, Singapore, Hong 
Kong, Dubai, Dhahran and Jeddah. The 
fastest way between Taipei-U.S. East and 
West Coasts and Taipei-Amsterdam. 


@ CHINA AIRLINES 














iei Zhao Ziyang stated categori- 
illy and for public record "the un- 
lable reality of two governments, 
tinct entities on the Korean 
la.” He added: “That has to be 
recognised.” | 
.. Would Lee perhaps answer that in 
he twilight of his long life, Kim sees 
at the only way to secure an orderly 
succession for his son Kim Jong Il, to 































es and to ensure the continuance of 
e "workers' paradise" is to settle 
ters here and now before his death. 


isula, thereby taking the wind out 
otential violent internal disorder, 
sing external tensions and, with 
"Washington's and Seoul's assistance, 

restoring lie Mani of a sort to the 
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ic sight and foresight 


At the beginning of this year, you 
anged your cover format and com- 
RAVELLER'S TALES, 5 Jan.] 
he first change since 1967. 
weeks later there were riots in 
igkong — and journalists the world 
er commented that they were the 
‘first since 1967. The new format is fine. 
¿Please don’t change it for a very long 


ALAN TATE 


“your: otherwise precise review of the 
‘book by Dan van der Vat on the “cor- 
sair” voyage | of the German cruiser 
Emde Fe . According to my re- 
Emden survivors 
ple not through 

"Gulf as you stated but by sailing 
rst to a port on the Arabian coast of 
1e Red Sea and then travelling over- 
id, 





. ROBERTO LAGANA 


Yew’ S. nd eee 
as Prof. E. N. Anderson [LET- 
ERS i ES ‘Mar. ]. have misapprehended 
'T ture and purpose of the policy by 
ruing it in terms of discredited 
cs theory. As far as I can see, Lee 
has not indicated that highly educated, 
‘upper-class Singaporeans will au- 
tomatically produce offspring of 
‘superior intelligence (whatever intelli- 
gence may be taken to be). 
: hat heis saying is that these people 
rovide a more intellectually 
g environment for their 
and this will in turn benefit 
whole; but that such people 









ne : in Peking, Chinese 


would mean settling for half a. 
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out a damper on internal party squab- | 








In every society with which I am 
familiar, professional families tend to 
produce professional people, high 
achievers who make a contribution to | 
policymaking and innovation way | to deal primiarily with the 
. beyond their actual numbers. Lee is 

simply facing facts in recognising that. 

fit a 
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ALLAN M. HEALY 
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Christian presence gives : a kk 
picture of Christianity in Sin: 
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FACTORY BUILDIN 








Site Area: 48.935 sq.m. 
Total Floor Area: 29,680 sq.m. 


Further informations from: — 
‘Knight Frank Cheong Hock Chye & 


Baillieu (Property Consultants) Pte. Lu. 


101 Cecil Street 414-01 Tong Eng Building. 
"NN Singapore 0106. Tet: 2221333 | 
ex VALUER RS3472. 0. 























BRASS FOUNDRY 
FOR SALE BY TENDER 











A complete Brass Foundry plant, together with icolings. - 
drawings, patterns, dies and all ancilliary equipment is 


$ 
offered for sale by tender ex Kuala Lumpur, Malaysia. 










The plant and all equipment have been well m: aiitained. 
are in excellent condition and supported by à 
comprehensive range of spare parts. Principat Herm are: 


e MONOMETER tilting, crucible melting furnace 

* RUSS DBA Double Hearth induction furnaces (2) 
* FULMINA $020 melting furnace uin 
* ROPERWERK and EUROCOR Core Shooters 

* GIETART core sand mixers 

* IMR C50 Gravity Die Casting machine (new) 

* REMA Grinding & Polishing machines 

* TONSHOFF VHI & VHITI semi-automatic machines 
+ PRAWEMA turret lathes 

s TRAUB automatic lathes 

® Pressure testing equipment, compressors & air tools 
























While preference will be given to Tenders for all or most 
of the plant, offers for individual items will be entertained. 
For full details of the plant and equipment write to: 


“BRASS FOUNDRY” 
P O BOX HOH 
KUALA LUMPUR 
MALAYSIA 


The advertiser is not hound to accept the lowest 
or any tender. 














Gospel or its 







perience O 
power. . oe 

Also, we would like to point out that, 
contrary to your information, the Stu- 
dent Christian Movement of Singapore 
has never been barred from the univer- 




































- Expressions of Interest 
. (Architect/Engineering Consultant) 





Xs The United Nations Economic and Social Commission sity. jn Un 
for Asia and the Pacific (UN-ESCAP) wishes to enter — J | Singapore Student Christian Movement 
. into contracts with an architect engineering consultant _ | "EM 

in connection with the first phase (conceptual design) of Darkest Qu € insland | 








po -the proposed construction ofa major conference facili- 


| In TRAVELLER'S 
| es complex at its headquarters i in Bangkok. | 


LES [19 Jan] 
EUM James Re- 


pressions of interest are invited from suitably-qual- 
d companies able to provide services for architecture 
d engineering design taking into account such ser- 
es as landscaping, structural, seismic, civil, mechani- 
al, electrical, telecommunications, fire protection, hyd- 
| lic, plumbing, drainage and building Systems control. 





Su. NSW B LINCOLN ATTEWELL 





Banks overdrawn 


Salamat Ali and Mohan Ram, inth | 
article on Indian politics [2 Feb. Ll men- 
tioned “... a meeting of top executives 
of the 37 nationalised banks . . ." There 
are only 20 nationalised banks (mean- 
ing 100% equity held by the govern- 
ment) and eight other banks with 
majority shareholding held by the pov: 
ernment and/or the central bank. — 

In THE WEEK [16 Feb.] yo 
“Arson, stone throwing and ` 
blockades were reported in Bomb y 
during a 24-hour general strike." Ir 
the same issue Ali, referring. to the 
same strike, wrote: "The strike pássec 
off peacefully except for a few inci: 
dents." To keep the record straight, the 
strike was indeed totally peaceful witt 
no arson, railway blockade, etc. 
Bombay A. S. J. KUMAE 









; (pressions of interest should be concise and as brief | 
s possible, but should, inter alia, include: 


hs Name of the proposed firm or consortium of firms and 
... address. 
i 2. Specific instances of experience of the proposed firm . 
. indirectly comparable building/construction projects 
. . during the past five years, and details of involvement 
-in those projects. | 
| summary bio-data of key personnel, and their roles 
- in projects given as examples of past experience. a 
..4. Affiliations, where applicable, with companies offer- 
~. ing similar specialised services in Thailand and de- 
tails of any building/construction projects in Thailand 
in whic h such affiliation has played a part. 
. Any additional relevant information. 









id: 





e On the first point, reader Kumar i is 
correct. The error is regretted. On the 
second point, The Times of India, pz 
lished in Bombay, reported on 1 
ruary the setting on fire of a truc 
| | an autorickshaw, stone-throw. 
least five places.and the arrest f£ 4t 
people in "rail " (bh ckad de- 
| monstrations. H | 
ported, the str. S 
from these inei dil: 











| Expressions : of insist in English, must be received by 





for As and the Pacific (UN-ESCAP) not later than 
3:00 p.m., Friday, 30 March 1984. They should be 
m i or eat eal and should be addressed, 















“CORRECTIONS 


THE 3H COLUMN [8 Mar. | contained a refer- 
- ence to divergence among Asean countriesin ` 
. their assessments of the Indochina conflict. . 
| |. The reference should have been to the di- 

vergence among Asean and Indochinese ; 
countries. The error is regretted. E 
| The item on activities of the International © 
Committee of the Red Cross. mo in. East E 









E f ‘Asia arid the Pacific 
.. United Nations Building 
Rajdamnern Nok Avenue 

Bang Kok, Thailand 


A deposit of US$500 i in the form of a bank draft payable 
to ESCAP must be enclosed. This will be returned to 
those not invited to present a conceptual design. 



















Vol. 123 No. 12 


Singapore's schools are intended not only to 
educate but to instil in pupils a sense of national 
identity. But one of the builders of national iden- 
tity is language and despite the vast Chinese 
majority in the island republic less than 1% of its 
primary-school enrolment is in Mandarin-medium 
schools. Most of its people prefer English — or at 
least the hybrid Singlish — as the language of 
commerce, though they may speak Chinese 
dialects at home. Singapore bureau chief V. G. 
Kulkarni looks at this new educational dilemma in 
Singapore and at what is being done about it. 


Pages 23-29. Cover photograph by Teo Tee Hua. 





Page 12 
A hoped-for breakthrough on the 
Cambodia problem peters out in 
Jakarta. 
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Mystery piles on mystery at the 
Aquino inquiry in Manila. And 
adding to the mystery is testi- 
mony produced in Washington. 


Page 15 
A man accused of the murder of a 
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tional changes. 
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A political practical joker launches 
a new party in New Zealand — but 
this time he’s serious. 
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United States demands for freer 
trade, Asean asks why not to 
ours? 
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export-led boom and the bulls run 
in its stockmarket, too. 
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form. 
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— REGIONAL 


Bomb blast at 
Thai KMT HQ 
A powerful blast ripped 
through the compound of 


Kuomintang (KMT) general Li 


Wenhuan in the northwestern 
Thai city of Chiang Mai on 12 
March, killing one man and 
wounding at least 12 others in 
what | some government 
sources described as a politi- 
cally motivated terror bomb- 
ing. 

Police inquiries centred on 
a possible conflict within the 
KMT itself which, with Thai 
Government approval, main- 
tains an army at a base north 
of Chiang Mai, near the Thai- 
Burmese border. Anti-narco- 


= tics sources, however, did not 
rule out the possibility that 


the bombing was the work of 
Shan United Army warlord 
Khun Sa, who has been in- 


- volved in a long-standing feud 


with Li over the Golden 
Triangle opium trade. 
— JOHN McBETH 


.. Malaysia to strike back 
at foreign press critics 


The Malaysian Government 
has set up a committee to find 
ways of counteracting the 
growing number of foreign 
press reports allegedly de- 
meaning  Malaysia's king- 
elect, Sultan Mahmood Iskan- 
dar of Johor. According to In- 
formation Minister Datuk 
Seri Adib Adam, the damag- 
ing articles had appeared in 
New York, Ottawa, London, 
New Delhi, Paris, Hongkong, 
New Zealand and Fiji. 

The critical articles have 
highlighted the fact that 
Mahmood has been convicted 
on various charges, including 
causing bodily hurt and culp- 
able homicide not amounting 
to murder, long before he be- 
came sultan. Mahmood was 
elected Malaysia’s next king 
on 9 February. —K.DAS 
South Korea rejects | 
direct-election plea 
The South Korean Govern- 
ment has again rejected an op- 
position bid to amend the con- 
stitution so as to revive the 
election of the president by di- 
rect, universal suffrage. 
Under the current system, the 
president is chosen by a col- 
lege of some 2,000 deputies, 
which has led to opposition 
complaints that the system 
favours a candidate with gov- 
ernment support. 


-Rejecting the latest bid to 
T 1*5 


7 
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revise the law, Premier Chin 
Iee Chong said the constitu- 
tion, last revised in 1980, 
guaranteed a peaceful trans- 
fer of power. However, the op- 
position parties have vowed to 
make the amendment a major 


issue in the parliamentary 


election expected to take place 
in either November or De- 
cember this year. —SHIM JAE HOON 


om pled 
pport Pa = 

es d day state visit to 
Pakistan by Chinese President 
Li Xiannian was a largely 
ceremonial affair. But the 
Chinese president reiterated 
Peking's commitment to 
Pakistan's defence and his 
presence in Islamabad while 
Soviet Defence Minister 


Li in Pakistan: geo 





Dmitriy Ustinov was in New 
Delhi symbolised the power 
equations in South Asia. 

Li's visit was the first by a 
Chinese head of state since 
then president Liu Shaoqi 
went to Pakistan in 1965. But 
Pakistan and China have 
maintained a close economic, 
political and military re- 
lationship over the past two 
decades and Pakistani leaders 
have visited Peking at least 
once every two years. 

Li also went to Jordan, Tur- 
key and Nepal. In Amman, he 
met Palestine Liberation Or- 
ganisation leader Yasser 
Arafat who is expected to visit 
China in the near future. 

— HUSAIN HAQQANI 


Singaporeans to leam 
importance of marriage 
Singapore is planning to teach 
junior-college and pre-uni- 
versity students the impor- 
tance of getting married and 
having children. A team to de- 
vise teaching materials for the 
so-called marriage project has 
been set up in the Curriculum 
Development Institute of Sin- 
gapore (CDIS) which works 
out detailed teaching pro- 
grammes. — V. G. KULKARNI 





BUSINESS 


Daewoo and GM to 
make small car 
Daewoo Motor Co., a 50:50 
joint venture between South 
Korea’s Daewoo Corp. and 
General Motors (GM) of the 
United States, has announced 
it will shortly enter into pro- 
duction of anew small passen- 
ger car, trebling production 
capacity from the current 
level of 80,000 units a year to 
240,000. The new cars will be 
front-wheel drive models, 
based on designs by GM’s Opel 
subsidiary. Although the new 
cars are intended initially for 
the domestic market, they also 
are likely to be exported in the 
coming years. However, GM 
president F. James McDonald 
has made it clear that no com- 
mitments have been made to 
export them to the US. 

— PAUL ENSOR 


Malaysian investment 
vehicle for Indians 
Malaysia's Capital Issues 
Committee has approved the 


| establishment of a publicly 


listed investment vehicle for 
the Malaysian Indian commu- 
nity. Modelled on investment 
corporations owned by share- 
holders from Malaysia's 
Malay and Chinese communi- 
ties, Maikka Holdings is in- 
tended to become a key 
mechanism to redress the poor 
performance by Malaysia's In- 
dian community in the corpo- 
rate and business sector. 
Minister of Public Works 
Datuk Samy Vellu, president 
of the Malaysian Indian Con- 
gress, a component party of 
the ruling National Front co- 
alition, claims that less than 
1% of Malaysia’s total corpo- 
rate equity is owned by the 
country’s 1.3 million-strong 
Indian community, which 
makes up more than 10% of 
the population. — JAMES CLAD 


Dire pom waming 

for Malaysian tin 

Some British metals traders 
are predicting a “collapse” of 
the present tin price (which 
relies on severe export con- 
trols supervised by the Inter- 
national Tin Council [ITC]) if 
Malaysia proceeds to intro- 
duce long-planned trading in 
tin futures on the Kuala Lum- 
pur Commodity Exchange 
later this year. Trading prices 
for distant futures ih tih, the 
reasoning goes, could drop far 
below the present ITC floor 
price of M$29.15 (US$12.76) a 


kg. and this could have a poor 
psychological effect on physi- 
cal prices. The Malaysian 
Government has rejected 
these opinions. — JAMES CLAD 


pngapm mows 

ster property d 
so a bid to prop up Singapore's 
flagging property market, the 
government has changed the 
rules to speed up the velocity 
of Central Provident Fund 
(CPF) money invested in pri- 
vate and (up-scale) public 
housing. Singaporeans may 
now draw down their CPF ac- 
counts (which amount to as 
much as 46% of their cumula- 
tive wage earnings) to pur- 
chase new property im- 
mediately on repayment of a 
prior CPF housing advance, 
rather than having to wa 
another three years as X. 

— LINCOLN KA 


Sheraton manages 

major Dhaka hotel 
Sheraton Corp., a major Unit- 
ed States-based hotel chain, 
has taken over management of 
the 300-room former Hotel In- 
tercontinental in Dhaka in an 
agreement with its owner, 
Bangladesh Services Ltd 
(BSL). The hotel has been 
managed by the Interconti- 
nental group since it was built 
in 1966 but BSL did not renew 
its contract when it expired in 
December 1983 because of 
“unreasonable” terms offered 
by Intercontinental. The hotel 
stayed nameless for January 
and February though Inter- 
continental allowed its gen- 
eral manager to stay in place, 


during this period. The hota” 
has now been renamed t 
Dhaka Sheraton. —S. 
Ssangyong raises 
Singapore financing 
Ssangyong Construction, the 
major South Korean builder, 
has signed a US$22 million 
financing package in Singa- 
pore, comprising a US$15 mil- 
lion two-year loan to provide 
working capital and a S$14.95 
million (US$7.2 million) per- 
formance-guarantee facility. 
The package supports re- 
quirements of a contract be- 
tween Ssangyong and a Singa- 
pore company, Ocean Front, 
to build the Bayshore Park Re- 
sort condominium. Guaran- 
teed by Ssangyong's principal 
shareholder, Ssangyong Ce- 
ment, the package is provided 
by a syndicate of interna- 
tional banks led by Citicorp 
Capital Markets Group. 

== A CORRESPONDENT 
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THE SOUND OF WAR 

The Khmer People's National 
Liberation Front (KPNLF), one 
of the three Cambodian 
resistance factions, has gone into 
the recording business. It has just 
released a cassette tape entitled 
Cambodian Liberation Songs, 
which it hopes to market 
worldwide, particularly among 
Cambodian exiles in Paris, the 
United States and Australia. The 
tape, recorded in the Khmer 
language, includes such titles as 
Follow the Front, Vietnamese 
Sparrows, I'm Waiting for You 
and Please Avenge My Blood, 
Darling. It was recorded by a 
choir of displaced Cambodians at 
the KPNLF's main camp of 
Ampil, just inside Cambodia near 
the Thai border. 


A FEARLESS HOPE 
Another United States—based 
Philippine opposition leader, 
undeterred by the assassination 
of Benigno Aquino, may soon try 
to return home. Former senator 
.Jovito Salonga, who headed 
lawyers defending Aquino during 
the mid-1970s military tribunal, 
hearing charges of murder and 
rebellion, and who is currently 
president of Aquino’s opposition 
Liberal Party, told the REVIEW he 
would like to return to Manila 


The two main opposition alliances call- 
_ed for a nationwide strike on 24 March to 


‘protest against the military government (8 
< Mar.). 


CAMBODIA 
Khmer Rouge guerillas said they had 
killed a Soviet technician during an at- 
. tack on a Vietnamese-operated airport in 
western Cambodia, it was reported (7 
Mar.). 


President Li Xiannian arrived in Jordan 
on an official visit (10 Mar.). 


HONGKONG 

The trial of Mak Foon Than, the man ac- 
cused of the murder of Jalil Ibrahim, an 
assistant general manager of Bumiputra 
‘Malaysia Finance, was postponed for a 
week (12 Mar.). 


One policeman died in a new wave of 
terrorist attacks in Punjab, it was re- 
ported (8 Mar.). One person died during 
furth er attacks by Sikhs in Punjab (10 
Mar). Ten people were killed and several 
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before the year is out. Salonga, 
who was seriously injured during 
a 1971 bombing incident which 
shook the leadership of the 
Liberal Party, says he wants to 
finish a revision of his book on 
international law and finalise the 
party platform before leaving his 
exile in Los Angeles. He also 
wants the Philippines Supreme 
Court to decide one way or 
another whether to try him on 
charges of subversion in 
connection with a series of 
bombing incidents which 
occurred in Manila during 
September 1980. 


SHADOW PLAN 


Despite growing doubt about the 
feasibility of the fourth five-year 
plan, due to start on 1 April this 

year, the Indonesian Government 
has decided not to revise publicly 


wounded when police opened fire on riot- 
ing mobs in Bangalore (12 Mar.). Prime 
Minister Indira Gandhi backed down over 
plans to amend a law which allows politi- 
cians to be prosecuted for corruption (13 
Mar.). 


INDONESIA 

The Dutch Embassy in Jakarta received 
the go-ahead to allow four Irianese taking 
refuge in its premises to leave for the 
Netherlands, it was reported. Vietnamese 
Foreign Minister Nguyen Co Thach ar- 
rived on an official visit (11 Mar.). 


JAPAN 


A Japanese cargo ship was shelled at 
anchor in the Taiwan Strait (11 Mar.). 


NORTH KOREA 

Pyongyang sent a letter to South Korea 
in reply to a proposal by Seoul to resume a 
North-South dialogue, it was reported (7 
Mar.). First Vice-President Kim Il died at 
the age of 74 (9 Mar.). 


PAKISTAN 

Authorities released Abdul Wali Khan 
and his wife from house arrest in the 
North West Frontier Province (8 Mar.). 





the annual 5% growth target 
downward. It will,however, draw 
up an alternate target for internal 
use. One major problem of the 
just-announced plan is that it 
assumes a large current-account 
deficit (almost US$5 billion) five 
years running, which is adding to 
the uneasiness about the future 
strength of the rupiah. Foreign 
economists argue that Indonesia 
could achieve the 5% growth 
target with a smaller current- 
account deficit if the government 
gave greater priority to projects 
with lower overall costs and 
lower foreign-exchange 
requirements. 


STRANGE CLASSMATES 


Authorities in the southern 
Chinese province of Guangdong 
have asked the City University 
Business School in London for 
help in training managers. The 
school is one of the most 
aggressively free market- 
oriented business schools in 
Britain, and some senior staff are 
lukewarm about involvement 
with what they see as “the other 
side.” The proposal would 
probably involve training 
activity in China. The school 
authorities generally favour such 
a project and are putting together 
a detailed proposal. 


Brian Gore, an Australian priest who is 
accused of murder, collapsed during a 
prison riot (12 Mar.). 


SINGAPORE 

The leader of the Khmer People’s Na- 
tional Liberation Front and prime minis- 
ter of the Democratic Kampuchea coali- 
tion, Son Sann, arrived on an official visit 
(9 Mar.). 


SOUTH KOREA 

South Korea rejected a North Korean 
proposal for tripartite talks with the Unit- 
ed States and renewed a call for talks be- 


‘ tween the two sides (10 Mar.). 


SOUTH PACIFIC 
George Sokomaru was re-elected presi- 
dent of Vanuatu (8 Mar.). 


SRI LANKA 

Police have arrested an alleged Tamil 
separatist leader suspected of involve- 
ment in two murders and a bank robbery, 
it was reported (11 Mar.). 


THAILAND 
Gen. Harn Linanond resigned (12 Mar.). 
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A hoped-for breakthrough on Cambodia runs into trouble 


- Up against the wall 


By Susumu Awanohara in Jakarta 


ietnamese Foreign Minister 
V Nguyen Co Thach made his 
much heralded visit to Jakarta in 
mid-March, but the visit failed to pro- 
vide even a hint of a real breakthrough 
on the Cambodia problem. 

The outcome, judging from informa- 
tion made public, was that little if any 
ground was given on either side, with 
the possible exception that the Viet- 
namese foreign minister conceded that 
his government would at least 
negotiate on Asean’s appeal for a Viet- 
namese troop withdrawal from Cam- 
bodia — but only if Asean would 
negotiate on the Vietnamese pro- 
posals. 

Some Asean diplomats in Jakarta 
promptly called the Vietnamese visit 
“a failure.” But Thach suggested he 
was not stonewalling the latest Asean 
proposals, though he stressed the need 
to eliminate the Pol Pot group before a 
solution could be found. 

Thach had raised expectations by 
stating on his arrival that both sides 
should make concessions and com- 
promises, but apparently he gave away 
little during his two discussions with 
his Indonesian counterpart, Mochtar 
Kusumaatmadja. However, the joint 
press statement included a passage 
which read: “The continuing situation 
in Southeast Asia may be detrimental 
to the countries of the region in their 
efforts to build up their economies and 
to improve the well-being of their 
peoples.” This was similar to a state- 
ment made recently by the commander 
of the Indonesian armed forces, Gen. 
Benny Murdani, in Hanoi in an appa- 
rent admonishment of Hanoi's intran- 
sigence. 

The joint statement went on: “Both 
sides recognised that solution of sucha 
situation would be beneficial to all 
countries of Southeast Asia while the 
failure to settle the problem will only 
benefit third parties.” Which third 
parties stand to benefit was not made 
clear. 

Mochtar told the press that Thach 
had rejected the so-called Asean ap- 
peal of September 1983 on the ground 
that it amounted to a call for a unilat- 
eral withdrawal of Vietnamese troops 
from Cambodia. The Asean appeal 
said: “Partial withdrawal [by the Viet- 
namese] should take place on a territo- 
rial basis and could begin with with- 
drawal from the westernmost territory 
of Kampuchea along the Thai-Kam- 
puchean border.” 
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According to an Asean diplomat, 
Hanoi has been told in the past that if it 
complied and withdrew 30 kms from 
the border as an initial show of good- 
will, Thai Foreign Minister Siddhi 
Savetsila would visit Hanoi for further 
talks. Now that the Asean appeal has 
been rejected, there is no point in Sid- 
dhi meeting Thach when he passes 
through Bangkok after visiting Aus- 
tralia, the diplomat said. 

Indonesian officials who had been 
prepared to consider "refining" the 
Asean appeal to make it acceptable to 
the Vietnamese, were disappointed 
with Thach's strongly negative re- 
sponse. Thach was particularly un- 
yielding in his second discussion with 
Mochtar. 


when he stated, after meeting 

President Suharto, that the two 
shared the view that the long-term 
threat to Southeast Asia came from 
China. Mochtar later pointedly denied 
that Suharto had said anything of the 
sort. 

Before departing for Australia, 
Thach told the press that he had come 
not to negotiate but to exchange views, 
thus explaining the apparent lack of 
"concessions and compromises." On 
the Asean appeal he appeared to have 
softened somewhat when he said: "We 
have rejected the idea of unilateral 
withdrawal but we have accepted to 
negotiate the appeal if Asean accepts 
also to negotiate our proposal." Thach 
stressed that all proposals of both sides 


T annoyed some Indonesians 


E. T P em queo cu E pe Re 
Suharto greets Thach: a swift denial. 


should be put on the negotiating table, 
including the so-called “Vientiane 
proposal" of January this year put for- 
ward by the Vietnamese, Cambodian 
and Lao foreign ministers. 

Judging from Thach's statements, he 
is aiming for the second-best solution 
contained in the Vientiane proposal — 
that calling for a partial solution con- 
cerning the three Indochinese coun- 
tries and China, aimed at a total with- 
drawal of Vietnamese troops from 
Cambodia along with an end to t 
Chinese threat, an end to the seg 
Thai territory for bases against the 
dochinese countries, and an end to the 
use of the Khmer Rouge and other 
“Khmer reactionaries” against the 
Phnom Penh government (REVIEW, 15 
Mar.). 

The preferred solution, which is, 
however, more difficult to achieve, is a 
comprehensive settlement of all prob- 
lems related to peace and stability in 
Southeast Asia, according to the Vien- 
tiane formula. 

Thach said that the key issue now 
was to “eliminate Pol Pot and his fol- 
lowers and associates.” If this were 
achieved, the problem of the Chinese 
threat to Vietnam (from its western 
flank) and the problem of Thailand 
providing a sanctuary for the Pol Pot 
group would be solved at the same 
time, he said. 

He was not prepared to discuss whe- 
ther Hanoi wanted all of the curre 
Khmer Rouge faction of the Dem 
cratic Kampuchea coalition “elim 
nated” or whether it would settle for 
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the departure of a handful of past and 
current Khmer Rouge leaders most 
closely associated with Pol Pot. Thach 
also refused to spell out how the 
Chinese would be brought into the 
negotiation of the second-best solution 
but expressed a certain optimism, say- 
ing contact with Peking had not suc- 
ceeded but neither had it failed. 

Coinciding with Thach's visit, Thai 
Deputy Prime Minister Pichai Rat- 
takul was in Indonesia and though he 
stressed that he was speaking person- 
ally — because his political faction in 
the Thai coalition government is not 
responsible for foreign policy — he 
seemed eager to represent Bangkok's 
views. 


e made the points that Vietnam 

indeed was a threat to Thailand 

and other Asean countries — 

llenging Murdani's statement in 

oi to the contrary — that Asean 

should not “surrender” the solution of 
the Cambodia problem to the Soviet 
Union, China and Vietnam as suggest- 
ed by former Indonesian vice-presi- 
dent Adam Malik and that Thailand 
was not providing sanctuary or mili- 
tary assistance to the anti-Vietnam co- 
alition. 

It was not surprising that Vietnam 
should reject the Asean appeal as it 
stands, given that some Indonesians, 
notably Jusuf Wanandi of the Centre 
for Strategic and International Studies 
(CSIS), who is close to Murdani, are 
themselves calling for more favourable 
terms for Vietnam (REVIEW, 8 Mar.) 
and that Vietnam is reasonably confi- 
dent that Moscow will not sacrifice it 
in an attempt to achieve a rapproche- 
ment with Peking. Wanandi also, like 
Hanoi, has called for the elimination of 
the Khmer Rouge, though he says the 

een of Khmer Rouge is open to 
—gotiation. 
Wanandi says he confirmed in Hanoi 
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recently that Vietnam insists on the re- 
moval of the Khmer Rouge faction and 
some of his associates who went on to 
visit Cambodia found that the anti- 
Khmer Rouge sentiment is even 
stronger among officials of the Heng 
Samrin government than in Vietnam. 
Even the president of the Democratic 
Kampuchea coalition, Prince Noro- 
dom Sihanouk, realises that he might 
gain by dissociating himself from the 
Khmer Rouge, or at least from some of 
its past leaders. 

He told top Indonesian officials re- 
cently that elimination of Pol Pot, Ieng 
Sary and some other Khmer Rouge 
might pave the way for the reconcilia- 
tion of all Cambodian factions, includ- 
ing Samrin. 

Despite denials by Indonesians, 
other Asean officials and interestingly, 
even by Thach, Jakarta is indeed tak- 
ing a new position in order to find an 
early solution to the Cambodia prob- 
lem, many observers say. The initiative 
is seen to come from the military, the 
CSIS and like-minded opinion leaders. 
In its most recent editorial on Cam- 
bodia, the daily newspaper Sinar 
Harapan argued that Vietnam had 
clearly entrenched itself in Cambodia 
and that therefore any suggested solu- 
tion which ignored the de facto situa- 
tion was unrealistic. 

The feeling is that this group is not so 
impatient as to seek an accommoda- 
tion with Vietnam at the sacrifice of 
Asean, because Asean is considered by 
many here as largely an Indonesian 
creation and because there is fear of 
pushing the Thais even closer to the 
Chinese than now. 

But the group has made its frustra- 
tion at Asean diplomacy clear and is 
likely to exert increasing pressure on 
the regional grouping to find a solution 
allowing Indochina and Asean to with- 
stand together the longer-term threat 
they perceive from China. 


Suharto greets Pichai: Asean should not surrender. 
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The gap 
widens 


The government's version 
of how Aquino was killed 
takes a further beating 


By Guy Sacerdoti in Manila 

ix months after former senator 

Benigno Aquino was assassinated 
upon returning home from exile in the 
United States, there appears to be one 
point on which nearly all observers 
agree: that Rolando Galman, the man 
the government says was responsible 
for the murder and who was shot by 
government forces immediately after 
the Aquino killing, was not the assassin. 

Farmers, taxi drivers, housewives, 
bankers, diplomats and even many 
government officials say that, despite 
government claims to the contrary, 
they do not believe that Galman was 
hired by local communists to kill 
Aquino or that he burst from behind 
the service stairway of Aquino's jet- 
liner to fire the single fatal shot before 
being gunned down himself by Avia- 
tion Security Command (Avsecom) 
forces. 

Instead speculation revolves around 
who really pulled the trigger and who 
ordered and organised the killing. And 
while most of the evidence made public 
so far is circumstantial, the military's 
version of what happened at the air- 
port — the account supported by Presi- 
dent Ferdinand Marcos — is generally 
believed to have been false. 

The Agrava fact-finding board, led 
by former appeals court judge Corazon 
Agrava, has meticulously investigated 
the case and cajoled testimony from 
witnesses which has cast doubt on the 
initial government accounts. While 
evidence so far presented does not di- 
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_ thing other than failing 
. Aquino, the new ques 
boosted the credibility of the fact- 
.. finding board in the eyes of the public, 
_ Which is usually sceptical of any offi- 
= cial body's function. 


from the inquiry have significantly 


The board has brought to the stand 


witnesses such as Ramon Balang, a 


= of Aquino, 


# 


. Philippine Airlines ground technician 
. who said that while he did not actually 

_ see Aquino shot, he did see him falling 
. to 


the ground while Galman, 
positioned about three metres in front 
talked amiably with 
Avsecom soldiers who were holding his 
outstretched arms. A few seconds 


. later, Balang told the board, he heard 


shots, and Galman fell to the tarmac. 
The board also obtained Galman's 
criminal records, which show that 
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eleas 
tion under a presidential commitment 
order in February 1983 because his 
crimes were not “subversive.” 

Also countering Galman’s alleged 
links with the communists was Daniel 
Peralta who, as a senior member of the 
communist New People’s Army (NPA) 
people’s court, testified before the 
board, under a guarantee of his per- 
sonal safety, that neither Galman nor 
Rosendo Cawigan, an unsavoury 
character who earlier claimed both he 
and Galman were NPA commanders, 
had ever been members of the NPA. 

As March began the military was 
again implicated in testimony given by 






Galman’s stepdaughter, 16-year-old | 


Roberta Masibay, and his 11-year-old 
son, Reynaldo. The two told the board 
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ed the board iden- 
tify Galman's body, a certain Boy 
Busuego and two others picked up 
Galman from his provincial home four 
days before the assassination. This tes- 
timony contradicts Custodio's earlier 
claim to the board that he had not seen 
Galman since July 1983, a month be- 
fore the killing. 

More damaging was Masibay’s 
statement that Busuego returned with 
three others on 29 January and took 
away Galman’s wife, Lina, shortly be- 
fore she was to testify before the board. 
According to Masibay's testimony, 
Galman's wife told her that she had 
been summoned by armed forces chief 
of staff Gen. Fabian Ver. She also al- 
legedly told her daughter not to say 
anything to anyone as their lives were 
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. New turn of the screw 


. A book published in the United States analyses the Aquino 


killing, and two former military men give damning testimony 


By Nayan Chanda in Washington and Guy Sacerdoti in Manila 


E. W hile the Agrava fact-finding board 





has been hearing testimony in 
Manila on the assassination of former 
senator Benigno Aquino, and travel- 


E. ling to Japan to interview Japanese 


witnesses to the murder, the mystery 


. hastaken a new turn with the publica- 
_ tion in the United States of a book, The 


_ True Story and Analysis of the Aquino 
. Assassination, and the submission of 
_ two affidavits to the US House of Re- 


presentatives subcommittee on East 


. Asia and Pacific affairs by a former 


_ Philippine army intelligence operative 
. and an active duty major who worked 


with the Judge Advocate-General's 


. Office (JAGO). 


The book, written by Gerald and 


- Kathleen Hill with the help of Steve 


d 
2 


. Psinakis, an anti-Marcos activist who 


is related by marriage to the late 
Philippine vice-president Fernando 


— Lopez, and who has been accused by 


. the Marcos government of involvement 
= in the 1980 “light-a-fire” bombing 
| campaign in Manila, presents a sober 
. analysis of facts, circumstantial evi- 


r 


dence and speculation surrounding the 
assassination. The two affidavits place 


~ the blame for Aquino’s death on the 
military. Although few of the allega- 
. tions made to the subcommittee can be 
= substantiated — particularly those 


placing blame on some senior military 
officers — some of the incidents de- 
scribed in the affidavits do coincide 
with some known facts. 

The Agrava board referred to the 
book during its questioning of some of 


_ the Japanese witnesses who were men- 


tioned in the book and is preparing — 
with the aid of the US State Depart- 


. ment — to visit the US to take tes- 
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timony from the two military men, 
Maj. Ernesto Rosales and Jose Fronda 
Santos. 

The book carries a detailed study of 
photographs and videotapes taken in 
and around the aircraft which brought 
Aquino home from exile before, during 
and shortly after the shooting, autopsy 
reports, ballistic tests and an analysis 
of sound recordings of what was said 
as Aquino’s military escorts led the op- 
position leader down the aircraft’s 
stairs to the tarmac. 

It concludes that while it is difficult 
to pinpoint exactly who fired the shot 
which killed Aquino, Rolando Gal- 
man, the man the government says 
pulled the trigger, could not have done 
it. 

The book also includes a voice 
analysis, done by sound-and-voice ex- 
pert Matsumi Suzuki, of videotapes 
which were running during the mo- 
ments immediately before Aquino's 
death. During the nine seconds before 
Aquino's death, voices on the vid- 
eotapes could be heard saying: “I'll do 
it” twice, “Oh,” “Here 
he is,” “Ya,” another 
“Oh” and, a second be- 
fore the shot was fired, 
two people saying: 
"Shoot." 

From the comparison 
of what one of Aquino's 
escorts had said on the 
aircraft, when camera's 
were recording events, 
one of those saying "I'll 
do it" is identified in 
Suzuki's analysis as Sgt 
Arnulfo de Mesa, who 
held Aquino's left arm 
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as Aquino descended the aircraft's 
steps. Aquino was shot below Ho 
ear. 

The voice that says “Here he is" 
identified in the analysis as belonging 
to the same person who uttered the 
first "shoot" command, according to 
the book. The videotape analysis does 
not speculate on which of the military 
escorts uttered these two phrases. The 
Agrava board was given a new tape 
while in Japan, and reports say Suzuki, 
in his tapes comparison, discovered an 
additional voice and now says he can 
positively identify three of them from 
other recordings taken of the escort 
party's members' voices. 


B: the testimonies in Washington of 
the two former military men, if 
proven true, could be much more 
damaging than the evidence and 
speculation presented in the book. The 
most detailed affidavit is from Santos, 
who claims to have been a military in- 
telligence officer directly responsi 
for at least 50 killings, mostly of coil 
munist New People's Army members. 
In the US since 16 January, Santos, 
with the aid of anti-Marcos activists 
living on the US West Coast, signed his 
sworn affidavit on 13 February in San 
Francisco. 

Santos says he worked briefly for 
Aquino in 1971-72 and came to like the 
then senator. In 1980, he was contacted 

| by his uncle, an Aquino 
associate who now lives 
in Canada, to set up sec- 
urity support for Aquino, 
who at that time was 
planning to return to 
Manila from the US. He 
claims that Aquino 
asked him to penetrate 
the government to gather 
intelligence for him. 
Through contacts iden- 
tified in the affidavit, 
Santos was introduced to- 
^| a Presidential: Security 
___} Command colonel who, 
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in danger. Ver immediately issued a 
statement branding the testimony an 
"outrageous lie." 

Custodio, who had been issued a. 
subpoena by the board to reappear on 
the same day as Galman's children so 
that Galman's son could perhaps iden- 
tify him, did not appear. Benito Cus- 
todio, Arturo's brother, who works at 
the Judge Advocate-General's Office, 
did appear to present a medical certifi- 
cate attesting that Arturo was in hos- 
pital with “hypertension.” Arturo 
Custodio finally appeared before the 
board again on 12 March, and with 
Reynaldo Galman looking on, said he 
could not have picked up Galman on 17 
August because he was delivering two 
turkeys to a friend in Manila that day. 
Out of uniform and in a three-piece 
suit, Custodio also said he had never 
heard of Busuego. Oo 










































Santos claims, later became a more 
senior military officer and was directly 
imvolved in the government's security 
ns for Aquino's return from exile. 
e claims also that the officer offered 
rewards to Santos if he could get close 
to Aquino in the US and kill him with- 
out embarassing the government of 
President Ferdinand Marcos. While he 
never got close enough to Aquino to 
carry out this mission (or to warn him, 
as Santos says he would have done) the 
senior officer’s relationship with San- 
tos continued on and off right up to the 
day before the killing, when the officer 
questioned Santos’ loyalty and said 
that Santos might be assigned a part in 
the events of 21 August, when Aquino 
returned, according to his affidavit. 

For its part, the Philippine Govern- 
ment has roundly denied much of what 
Santos says. 

Rosales, the other witness the Ag- 
rava board would like to talk to in the 
US, is a police constabulary major 
who, after working as a legal counsel 
r the Federation of Free Farmers in 
indanao prior to the 1972 imposition 
of martial law, joined the military and 
became an investigator for the JAGO. 
In his affidavit and in an interview, 
Rosales says he visited a friend at the 
Intelligence Service of the Armed 
Forces of the Philippines (ISAP) one 
week prior to the assassination. 

When the talk turned to Aquino’s 
impending return, he said his friend, 
who still holds his ISAP post, said: “It 
is a waste of talent, a waste of bril- 
liance.” Rosales said his friend asked 
him if he had heard reports that the. 
communists were out to kill Aquino. 

When Rosales said “yes,” his friend, 

according to Rosales, said: *Do not be- 

lieve everything you hear. It is going to 
be a military operation." 

The military calls Rosales a 
“malingerer,” who is absent without 
leave. Rosales says he has been trying 
to quit the military since 1981, ex- 
plaining that he became disillusioned 

. during his period in Mindanao. Hi 
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HONGKONG — 


No rush to judgment 


A switch of counsel causes yet another postponement 
inithe trial of a man accused of murdering a banker 


By Teresa Ma 
he mills of Hongkong justice may 
or may not grind fine. In the case of 
Mak Foon Than, accused of the murder 
of Malaysian banker Jalil Ibrahim, 
they certainly grind exceeding slow. 
The potentially sensational trial of 
Mak, due to start in the Supreme Court 
on 12 March, was yet again postponed 
when the accused man's counsel, Colin 
Muscroft, from the Legal Aid Depart- 
ment, appointed only a few days be- 
fore, said he had only met Mak on what 
should have been the first day of the 
trial and therefore had no chance to 
prepare his defence. 
But this was only the latest in a 
string of unusual legal twists and 
turns. Mak, a Malaysian, was arrested 





on 3 August last year but has only 
now appeared in court. At the time of 
his arrest, it is said, Mak broke his pel- 
vis leaping through the window of a 
third-floor apartment. He was first 
charged in hospital, and is still walk- 
ing with the aid of crutches. 

At the 12 March hearing, which 
lasted only a few minutes before the 
defence was granted a one-week delay, 
Mak pleaded not guilty to murdering 
Jalil, on or about 18 July 1983. 

Jalil, the 35-year-old assistant gen- 
eral manager of Bumiputra Malaysia 
Finance (BMF), a wholly owned Hong- 
kong subsidiary of Bank Bumiputra, 
was found strangled in a banana plan- 
tation in a rural district of Hongkong's 
New Territories. Prior to his posting to 


BMF in early 1983, Jalil was an inter- 
nal auditor at the parent bank. A 
three-man team is currently carrying 
out an internal investigation at the 
parent bank into BMF loans to Hong- 
kong property developers. BMF's 
biggest loans, estimated to total 
HK$4.6 billion (US$590 million) were 
made to the now-defunct Carrian em- 
pire. Carrian boss George Tan and his 
deputy Bentley Ho were arrested in 
October 1983 on charges under the 
Theft Ordinance. 

For reasons not fully explained by 
Hongkong legal authorities, business- 
man Mak did not go through the nor- 
mal procedure of a committal hearing, 
but an unusual *voluntary bill of in- 
dictment" was is- 
sued by a Supreme 


Court judge who 
decided after a 
hearing in. cham- 


bers, that there was 
a case to answer. 
Mak was first due to 
appear for trial last 
August, but for 
reasons undisclosed 
the trial was post- 
poned. A second 
postponement, said 
to be for health 
reasons, came in 
January. 

A new date was 
set for 2 March. But 
in February, the de- 
fence filed an appli- 
cation for leave to 
apply for a judicial 
review of the case. 
Leave was granted 
by Chief Justice Sir 
Denys Roberts, but 
he also ruled that no 
details regarding 
the application for the review could be 
made public. Then, without explana- 
tion, that defence application was 
withdrawn two days later and yet an- 
other trial date — 12 March — was set. 

During all these legal moves, Mak, 
who has applied for legal aid, has also 
switched lawyers three times. His brief 
was first taken by court-appointed 
lawyer A. Au, before the court reas- 
signed the case to two more Hongkong 
counsel, Desmond Keane and Zia Bey. 

Eventually, when the application for 
a judicial review was withdrawn, for 
reasons described by the head of the 
Legal Aid Department, Patrick Moss, 
as "too sensitive to be revealed," they 
withdrew and were replaced by Mus- 
croft. 
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- By David Bonavia in Peking 
oreign journalists in Peking are 
.W worried about the implications of 
- the recent prolonged interrogation and 
-expulsion of Tiziano Terzani, Italian- 
-born correspondent of the West Ger- 
man news magazine, Der Spiegel. 
Terzani left Peking for Hongkong 
. nearly a month after his arrest at Pe- 
king airport while returning from a 
- visit to the British territory, where his 
. family live. A Foreign Ministry spokes- 
-man at the time denied that he had 
: been expelled, but admitted it had 
taken back his journalist's accredita- 
-tion card. 
>. The official charge against Terzani 
- who was never taken to court — was 
that he illicitly bought Chinese art ob- 
ects and smuggled them out of the 




























































































count of the affair now written in Der 
Spiegel. He believes that the recently 
formed Ministry of State Security 
wanted to punish him for his critical 
writing about China, and especially on 
account of an article by his son and 
daughter about the difficulties of 
being foreigners in a Chinese neigh- 
bourhood school. Terzani was one of 






































; India with a formidable array of 
, sea and land-based weapons. The 
t delegation, led by Defence 
nister Dmitriy Ustinov and includ- 
ng naval chief Adm. Sergey Gorshkov 
nd first deputy chief of the general 
ff Gen. S. F. Akhromeyev, pledged 
o. meet ut a Nieder sense. of 


India: ‘sees in the Soviet pledge — 
given on 10 March at the end of the 
week-long visit — an implied. com- 
mitment of unrestricted access to 
the next generation of Soviet arma- 
ment, including those weapons now on 
Moscow's drawing boards. Although 


king's heavy-handed | treatment of a foreign reporter 
oncerns other correspondents in the capital 


country. This Terzani denies in his ac-: 


the Soviet Union has for re been 


the few Westerners in Peking te opt to 
have his children, aged 15 and 13, edu- 


cated ata Chinese school rather than at | 


schools reserved for foreigners. They 
returned to Hongkong recently. 

Certainly no one with experience of 
the Chinese authorities’ attitudes to 
foreigners believes that he would have 
been penalised for buying art objects if 
his writing about China in recent years 
had been more flattering. 

The Chinese Foreign Ministry has 
taken a hands-off attitude towards the 
case, and rudely told the West German 
ambassador to mind his own business 
when he asked to see proof of Terzani's 
guilt — for instance, the art objects 
confiscated from his flat by the police 
(including a print of a Tibetan tanka 
[religious painting]), which was clearly 
marked “printed in London.” 

A flamboyant and energetic corres- 
pondent, Terzani was well liked by his 
colleagues and the diplomatic corps. 


He made a reputation earlier for his 


coverage of the Vietnam War and his 
book on the subject, Giai Phong — The 
Fall and Liberation of Saigon. Origi- 
ox a leftist, he was shocked By many 





high-powered Sovie | military delegation promises 
groater access to advanced weaponry and technology 


meeting about 75% of India’: s arms re- 


| quirements, a recent debate in New 


Delhi over whether India should look 
to the West to. diversify its arms 
sources is thought to have spurred 
Moscow to strengthen its military 
commitment to New Delhi. In addition 
to supplying more advanced weaponry 
and continuing indigenous production 


of Soviet-designed equipment under 

licensing agreements, the Soviets have | 
agreed to help India develop new- 
weapons systems tailored specifically 


to India's needs. 


Details of India' s newest shopping | 
list are hard to come by, but included | 
on it are T72 tanks, BMP armoured 


personnel carriers (including a new 
air-mobile version) and the advanced 
swing-wing version of the MiG29 
fighter aircraft, said by the Soviets to 


be superior to the United States—built 
F16 hiis to Pakistan. In addition, | 


i king | bird market, where hc pest . 


_ which, says Terzani, his wifeh 


. travelled. 










































cricket cages and pigeon-whistles and 


. some low-cost antiques. Nearly every 


foreigner in China has picked up 
knick-knacks at markets without the 
red seal which clears them for export 


and which can only be obtained at a 


state-licensed antique shop or from the 
Cultural Relics Bureau. 
Chinese owning curios and art be 


_ jects prefer to sell privately to foreign- 


ers who give them a fair or even exor- 
bitant price, rather than selling them 
to the state-owned. buying points 


which give the owners a pittance for 


them and market. them. je foreign 
buyers ata big profit. 

In his account of events Teizani says 
that as well as the antiques accusation, . 
he was also berated by the police 
having affixed a tiny cross — which he 
bought at a Buddhist temple's souve 
shop — toa poster of the late chairm: 
Mao Zedong. But towards the end 







- his interrogation this charge was drop- 


ped. 
The: affair been on 1 February, 


when Térzani was leaving China for 


Hongkong via Macau. Chinese cus- 
toms men searched him-and found a 
small Cambodian -Buddha-figure 







him as a keepsake in 1975, an 


he carried with him whenever | 
“confiscated, | 


This was 








the Soviets will meet India’s requests 
for 1176 transporter aircraft; helicopter 
transports and gunships; air-to-sur- 
face, surface-to-surface and surface- 
to-air. missiles; artillery, and high- 
speed missile boats. - 

Western sources say the Soviets have 
agreed to supply India with 21 naval 
vessels over the next five years and, ac 
cording to Indian sources,: Moscow M 
fit ships now under constructii 
India with the latest Soviet. ser 
system to increase their surveillance 
capabilities, Also to be supplied are 
E "pose radar. systems, military 
"omi dux i on ARAR and sub- 











Ustinov nd Indian Defence Minister 
R. Venkataraman expressed concern 
over the militarisation of the Indian 
"| Ocean. Ustinov said the Soviet Union 





was worried over developments in the 
neighbourhood of “peaceful India,” an 











apparent reference to the US naval 


buildup on the Indian Ocean island of 
Diego Garcia and increased US arms 
sales to Pakistan. Consequently, the 
emphasis in the talks was said to have 





| Tt was stated. that The: developing 
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though Terzani was told he could re- 
claim it when he returned to Peking. 

Arriving back in the Chinese capital 
on the evening of 8 February (not 11 
February as stated in last week’s 
REVIEW), Terzani says he was detained 
by the police and harangued until 1:45 
the following morning, the police urg- 
ing him to “make a confession to gain 
leniency” without specifying the 
charges against him. 

Terzani was then taken in a black 
Mercedes to his flat-cum-office in one 
of the big foreigners' compounds. As he 
got out of the car he started shouting 
for help, and a diplomat who knew him 
called the Italian Embassy to tell them 
what he had seen. In the course of a 
scuffle, Terzani was punched and his 
clothes torn, and he bit a policeman on 
the hand when the latter tried to stop 
him shouting. 


Aces to his account, the furious 
police drove him to their headquar- 
ters, where the officer in charge of his 

se told him: *We could have used 

ctric prods on you, but we didn't 
think it would be necessary.” They then 
took him back to his flat and searched it 
until nearly dawn. 

Among the objects they found and 
used as "proof" of his guilt were a post- 
card of the famous Leonardo da Vinci 
painting Mona Lisa, with the face re- 
placed by that of Mao — sent to Ter- 
zani by a friend abroad as a joke; seven 
soapstone buttons which the police 
classed as jade; several bronze Bud- 
dhas; the tanka print from London; a 


"threat" in the region 
should be contained by 
upgrading the navy's 
electronic capabilities. 
Both Moscow and New 
Delhi expressed concern 
over what was described 
as a worsening interna- 
‘onal security climate, 
ndia's deteriorating 
strategic environs and 
the introduction of new 


weapons systems into 
the region. 
Ustinov's visit had 


been planned for Feb- 
ruary but was post- 
poned following the 
death of former Soviet 
leader Yuri Andropov. It 
was believed that An- 
dropov would have led 
the delegation himself 
had it not been for his 
poor health and that his successor, 
Konstantin Chernenko, might have led 
the mission except for the pressures of 
his, new responsibilities as Soviet 
leader. 

In any event, Ustinov was treated al- 
most like a visiting head of state, meet- 
ing with Prime Minister Indira Gandhi 
twice — once without aides and once 
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Zail Singh with Ustinov: tightening the grip. 
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wooden tortoise from Thailand; a 


small silver box from Laos; a stone- 
rubbing from Cambodia; two Chinese 
vases; a Chinese-style brass wardrobe 
lock, and three cricket-cages. 

Terzani says the pressure on him to 
“confess his crimes” was kept up re- 
morselessly, and he was warned he 
could be subjected to a massive fine 
and 10 years' imprisonment — even life 
imprisonment. Nineteen hours after 
his arrest, two Italian diplomats were 
permitted to see Terzani, and high- 
level diplomatic moves got under way 
in Rome. But he was put under house 
arrest and forbidden to file reports. 

In the course of the repeated interro- 
gations which followed,  Terzani 
writes, he was told he should not ride a 
bicycle while dressed in Chinese 
clothes, as that could suggest he was a 
spy. Hundreds of foreigners, especially 
students, ride bicycles and wear 
Chinese clothes in Peking. 

In an attempt at compromise, Ter- 
zani wrote not a confession or self- 
criticism as the police demanded, but a 
statement he called: *China and I." He 
was told it was unsatisfactory and had 
to rewrite and expand it several times. 
Then he was told he must leave China. 

Throughout the incident, the police 
showed anxiety that the affair should 
receive no publicity, though Terzani 
had already been in communication 
with Der Spiegel and it gave him all 
possible support. 

Terzani states in the magazine's 
issue of 12 March: *I have neither 
smuggled cultural nor art treasures out 


over lunch. Mrs Gandhi's 100-minute 
conference with Ustinov was one of her 
longest single sessions with a visiting 
dignitary. Ustinov's visit may have 
been aimed in part at facilitating Mrs 
Gandhi's possible visit to the Soviet 
Union in April, when an Indian is sche- 
duled to be launched into space along 
with Soviet cosmonauts. There is no 





of China, nor have I, in a document I 
signed, confessed to having done so. I 
have only admitted buying objects 
which to the best of my knowledge 
were legally for sale." 

In his statement to the police, Ter- 
zani wrote: “I declare that I am in pos- 
session of some small Chinese curios, 
which I obtained privately. I now learn 
that the purchase, possession or export 
of these objects violates the laws of the 
People's Republic of China. I regret 
having committed this error, and ask 
for understanding.” 

It is speculated in Peking that the 
Ministry of State Security, which is in 
charge of counter-espionage, or the 
Public Security Ministry, were an- 
noyed that the Foreign Ministry had 
recently renewed Terzani's accredita- 
tion for another year, and wanted to 
show that they could handle “dif- 
ficult" foreigners more effectively. 

Some people with a close interest in 
such matters believe the whole busi- 
ness may have been masterminded by 
the Ministry of State Security so that it 
could claim some kudos to match that 
won by the Public Security Ministry 
forits recent shooting of 6-7,000 people 
accused of various crimes. 

Whoever planned the Terzani inci- 
dent bungled it dreadfully, and doubt- 
less heads have already rolled. But this 
does not preclude the occurrence of 
more such nasty business, which is 
more typical of the Soviet KGB than of 
the Chinese police in their dealing with 
foreigners since 1972, the beginning of 
the present *open door" policy. I 
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indication, however, 
whether Mrs Gandhi 
has accepted the Soviet 
invitation. 

An obvious outcome 
of the Ustinov visit and 
the upgraded military 
relationship between 
Moscow and New Delhi 
is the continuance of 
India's dependency on 
Soviet weapons. It also 
reflects India's deter- 
mination to preserve 
its position as the 
strongest military 
power in South Asia. 
The implied message to 
the US seems to be 
that if it cannot supply 
India with what it 
wants, India can al- 
ways turn to the Soviet 
Union for all the mili- 
tary and diplomatic support it may re- 
quire. 

The Soviets remain ready and will- 
ing to accommodate. However, it re- 
mains to be seen if India's military 
leaders will be satisfied with what the 
Soviets are offering — especially in the 
field of electronics — to match US 
supplies to Pakistan. 
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By. John McBeth in Bangkok 


™ider statesman Kukrit Pramoj has 
taken a long, hard look at Thai poli- 
tics and does not like what he sees. Ina 
recent widely published critique, the 
former prime minister and current 
leader of the Social Action Party (SAP) 
went a long way towards agreeing with 
what the military contends is wrong 
with the Thai political system in gen- 
eral and Thai politicians in particular. 
His verdict: Thailand's elected re- 
presentatives, though probably better 
than their counterparts three decades 
ago, are shameless and have no concept 
sin 














itis prudent totake an equally 
look at the military’s motives and 
e i retaining a firm hand on 

er, senior army officers have been 
saying as much quite openly for the 
past two years. But they go even 
further by criticising — with some jus- 
tification — the very process by which 
parties select candidates and spread 
largesse to win voters unversed in 
. democratic principles. 

Supreme commander and army 
commander Gen. Arthit Kamlang- ek 
underlined that view again early this 
onth when he said Thai governments 
" almost inevitably weak because 
MPs are chosen by a populace which 
does not have a full understanding of 



































-army's stake in things, he contended 
that an understanding of democracy i is 
a key to national security. 

Kukrit finds the flaws in Thai politi- 
cians so disturbing that he fears they 
ld well decide the future of par- 
amentary democracy. He:told a semi- 


ity that MPs were generally. dis- 
onest and obsessed with personal 
n. ^From the very first moment they 
er the political arena, their only 
ought is what they will have, what 
sition they will hold and. how much 
ney they will earn,” he said. 
He found it even more discouraging 
at this attitude was confined not 
M to. candidates with h rara educa- 





id degre E. Aids were willing 
0 SE l their votes to 9 the, s hignest bidder. 


d with the rebellious northeast- 
of his party, which makes up 
ess than a third of SAP's 101 seats in 
louse of Representatives. | 





democracy. And as a. reminder of the 


it quits 


ar at Bangkok's Chulalongkorn Uni- | 


' due to retire in September, sent his re- 








Kukrit attacks politicians' greed as the parties manoeuvre towards 
compromise with the army's bid for greater constitutional power 


SAP’s northeast MPs have been a 
disruptive influence in the party ever 
since they were passed over for the 
cabinet of Prime Minister Prem Tin- 
sulanond's coalition government, 
formed following last year’s April elec- 
tion. Commerce Minister Kosol 
Krairerk resigned as party secretary- 
general on 20 February in a move de- 
signed to strengthen unity in the ranks, 
but this allowed the executive commit- 
tee to appoint as his replacement a man 
with close connections to the military 
— Pong Sarasin. 

The businessman son of former 
prime minister Pote Sarasin, who 
headed a post-coup interim adminis- 
tration in late 1957, Pong was used asa 
link to civilian politicians by senior 
army officers during the period of con- 
fusion and uncertainty which con- 
tinued until the so-called Prem V gov- 
ernment formed on 6 May last year. 
Party insiders say his appointment as 
secretary-general had been in the air 
for some time, apparently because of 
concern over the party’s relations with 
the military following the constitu- 
tion-amendment furore last year 
(REVIEW, 31 Mar. '83). 

That concern was reflected in former 
deputy prime minister Boonchu 
Rojanastien's resignation from the 














































rminedtop ay a rolein poli- 
tical: ‘and social. change (REVIEW, 21 
Apr. '83).. 

The constitution ts again the issue as 
politicians begin looking ahead to the 
re-opening of parliament in May. Poli- 
tical sources say that deputy army 
chief of staff and the military's key po- 
litical strategist Lieut-Gen. Chaovalit 
Yongchaiyut has made private over- 
tures to the SAP and Chart Thai — 
which together hold a lion’s share of 
lower-house seats — with a new move 
to amend the constitution. 

This time, however, the proposal has 
been toned down. Instead of pushing 
for a previously voted-down provision, 
which would. have allowed serving 
military and civilian officials to hold 
cabinet posts, the military now 
suggests that only senators be elig : 
for political appointment. B 

This concession is merely cosmetic, 
however, given the uniformed servi f . 
dominant membership in the ap 
pointed upper house, but it may mol- 
lify both the military and its former 
opponents, who are seeking a way out. 
of the current impasse. SAP sources. 
feel the party may now at least be 
ready to listen. _ 

The opposition Chart Thai ans of 
industrialist Pramarn Adireksarn is 
likely to entertain any offer to’ rejoin. 
the ruling coalition, but this would al- 
most certainly cause the Democrats to 
quit the government since they refuse 
to go along with any army-backed 
amendments. Much, however, will de- 
pend on the conditions Chart Thai im- 
poses. g 




















Harn calls 


A frustrated general moves 
into politics to oppose 
constitutional changes 


Five months after assignment to an 
inactive post in Bangkok, controv- 
ersial former 4th Army Region com- 
mander Gen. Harn Linanond has re- 
signed to pursue a political career. The 
59-year-old general, who anyway was 


signation letter to Defence Under-Sec- 
retary Gen. Chamnarn Nilviset on 9 
March and requested that it be pro- 
cessed by the end of the month. 

It is understood Harn had a private 
meeting with Prime Minister and De- 
fence Minister Prem  Tinsulanond 
about a week before the announcement 
to receive assurances that his decision 
to quit the army would be accepted. 


The two men served together for years | 





in northeastern Thailand ana are 
known still to be close friends despite 
Harn's opposition to army-backed. 
constitutional amendments last year. 4 

Although he had ambitions of re 
ing as army chief of staff, Harn 
transferred to an inactive job | 








tary reshuffle last Sepie 
then e Ministry an erg cd 






l Bbscrvere noting the din 
ing of his resignation believe it may 


also be linked to a new move by senior 


army officers to push for changes to the 
constitution. After leaving the service, 
Harn would not feel restrained by mili- 
tary etiquette from public criticism of 
the army's actions. Although he has no 
immediate plans to join a political 
party, Harn has acknowledged he will 
run in the next general election — 
probably under the banner of the 
Democrats. with which. he developed 
close contacts soi his two years in 
the south.. TE JOHN McBETH 



















The World's leading footwear machinery 
Made in Italy 


The Italians, ‘master shoemakers' of the world, 
are leading innovators of medium and high technology machines 
that are popular among footwear manufacturers all over the world. 
Visit the following exhibitions . . . for on display 
will be the latest in footwear machinery; 
with a range that includes machinery 
best suited for your particular 
requirements. 










SIMAC ITALIAN PAVILION 


Milano, Italy at the International Leather Fair Singapore 
May 9 to 13, 1984 June 6 to 9, 1984 








For detailed information, please contact: 





National Association of Italian Manufacturers of Footwear & Leathergoods Machinery 
Via B. Buozzi, 14 27029 Vigevano (Pavia) Italy Telex: 332339 


Italian Trade Offices in: 


Wisma Harapan, 6th Floor, Jalan Jend. Sudirman Kav 34, Jakarta 
Tel: 581921. Tix: 44761 ICEJKT IA 
Malaysia 11th Floor Komplek Kewangan, Jalan Raja Chulan. Kuala Lumpur 05-10 
Tel: 486115. Tlx: RS 31181 INACE MA 
Philippines Citibank Centre Building, 8741 Paseo de Roxas, Makati, Metro Manila 
Tel: 8175929. TIx: 64620 INACE PN 
Singapore 1 Maritime Square #09-56, World Trade Centre, Singapore 0409. 
Tel: 2731444. Tix: RS 21865 IT TRADE 
Thailand 44/7-8 Convent Road, Bangkok. Tel: 2352567. Tlx: 87444 ICEBKK TH 
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We're building on our more than a century of 


107-year heritage of innova- manufacturing expertise, 
tion, quality and customer we'll transform that tech- 
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NOW software, too. 
when our We'll 
Bell Lab- use our 
oratories » 4 technology 
unit cre- 7 to improve 
ates new A the efficiency 
technology, A of business 
we can fol- d and the 
low it wher- d quality of 
ever it leads. sf life. 
And with 4 We have 
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a complete line of commun- 


ications and information 
@management systems for 

business. And com- 

puter-like telephones 
for the home that 








functions. 
Our long distance cap- 
- abilities are world-famous. 
AT&T developed, built 
and maintains the United 
States long distance net- 
work. It's the only network 
that can handle 23 million 
calls a day, carrying voice, 
video, data, even sensory 
information. Anywhere, 
any time. 
We also have a strong 
commitment to customer 
satisfaction. It begins with 
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our scientists and engineers 
who design and produce 
our reliable products and 
systems. 
And continues 
| through our sales and 
marketing people 
C ME help 
you get 
| the most 
from our technology. 
Finally, there's our tradition 
of service. Backed by profes- 
sional, dedicated people who 
are ready to work with you. 
lomorrow has come 
suddenly. But it hasn't 
taken us by surprise. We've 
been preparing for it for 
107 years. 
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An urge for perfection, 
an eye for detail. 


Only an irresistible urge for perfectionandakeen A modern, wide-body fleet flying with smooth 

eye for detail can create such veritable efficiency to major cities in four continents. 

masterpieces as Pakistani hand-woven carpets. Pakistani hospitality Sophisticated engineering 
and maintenance facilities to overtfaul PIA 


Pakistan, recognised the world over for aircraft and those of other airlines. 


excellence in handicrafts, is also known for its 
airline: Pakistan International. Get to know the enterprising airline of a dynamic 


Pakistan International carries the nation’s PROPS. PIY TANAAN ie canta irk 


hallmark across the globe—an urge for 
perfection, an eye for detail. 


PIA 


Pakistan International 
Great people to fly with 
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The non-Chinese syndrome 


By V. G. Kulkarni 


"There is a sense — I would not say of 
humiliation, but definitely of inadequ- 
acy — that I have not the same facility 
and control over my own language [as 
over English]. That is something you 
must understand, or you will not 
understand what is happening in Asia. 

. when I read Nehru . .. I understood 
him when he said: ‘I cry when I think 
that I cannot speak my own mother 
tongue as well as I can speak the Eng- 
lish language". " 


t was 1956 and the speaker was a 
young opposition member of the 
legislative assembly of British-ruled 
gapore, which was striving to be- 
" come independent through merger 
with Malaya. His name was Lee Kuan 
Yew. Much has changed since then: 
Singapore became independent, Lee 
became prime minister, the country 
merged with Malaya with the forma- 
tion of Malaysia in 1963 and was 
ejected from the federation in 1965. 
And English is now on its way to be- 
coming Singapore's first language. 

Lee's 1956 defence of the mother 
tongue can be seen as an understanda- 
ble condemnation of the colonialists' 
language by a nationalist politician. 
But while Lee still emphasises the im- 
portance of the mother tongue, Singa- 
pore has chosen English as the vehicle 
of modernisation. Less than 1% of the 
primary-school enrolment this 
academic year was in the Mandarin- 
medium schools in this community, 
which is predominantly ethnic 
Chinese. 

In December 1983, the government 
announced that from 1987 English will 
be the medium of instruction in all 
schools — the climax of a dramatic 
shift in language patterns which no- 
body is prepared to say was a conscious 
government decision or one led by par- 
ents rather than forced on them. At the 
very most, one can say that it fits in 
with government thinking. But in fair- 
ness it must be added that if the 
Chinese-speaking community had re- 
sisted it more vigorously, then the 
change would at least have taken 
longer. 

Although every Singaporean stu- 
dent is required to achieve a level of 
proficiency in his mother tongue, the 
future primacy of English seems ir- 
reversible. Commenting on this trend a 
local academic remarked: “The irony 
is that what the British could not force 
their colonial subjects to adopt, an in- 
dependent Singapore is doing through 
voluntary choice." 

The choice may be voluntary, but its 
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In a dramatic shift, 
Chinese-medium 
teaching has died 
out in 25 years 


future course is unlikely to be smooth. 
Already a lot of concern has been voi- 
ced in the local Chinese press that a de- 
cline in the Chinese language would 
lead to the disintegration of Chinese 
traditional cultural and moral values. 


voiced since the early 1950s, but 

in the past both the British and the 
People's Action Party (PAP) govern- 
ment have treated it as an expression 
of Chinese chauvinism. Since then the 
PAP has successfully curbed this 
chauvinism, but it has had to reckon 
with the real problems of cultural root- 
lessness. The de-culturing of English- 
educated Chinese who neither had 
roots in their own native tradition nor 
had assimilated the Western value- 
system, has long been evident to scho- 
lars and statesmen alike. 

Lee, an English-educated lawyer 
who mastered Mandarin in his adult- 
hood, fervently believes that a solid 
grounding in one's own tradition is the 
road to personal advancement. Ad- 
dressing new MPs in parliament in 
February 1977, he said: “If you lose 
that Chinese education and you go 
completely English-educated, you will 
lose that drive, that self-confidence. 
That is what is wrong.” 

Excessive emphasis on Chinese tra- 


T: concern is not new. It has been 


| 


dition runs into another snag in Singa- 
pore, which is populated also by 
Malays and Indians who have their 
distinct and ancient cultures and lan- 
guages. The solution the government 
tried to encourage was to blend the 
three different peoples to work to- 
gether and form a distinct Singapo- 
rean identity while still keeping their 
native traditions and languages. 





been the by-word of educational 

policy since the mid-1960s. As late 
as 1974 Lee kept urging: "I am con- 
vinced that if the price for knowing 
enough Chinese is a lower standard of 
English .. . it is still worth it.” But the 
exodus to English-medium schools 
continued, as more and more families 
accepted the government's oft-proc- 
laimed opinion that an English-speak- 
ing workforce could be one of Singa- 
pore's biggest drawing cards for inter- 
national investment and, therefore, 
there was a commercial value to speak- 
ing the language. Enrolments in 
Chinese primary schools progressively 
declined from 45.9% in 1959 to 30% in 
1965, 29% in 1971, 10.7% in 1981 and 
less than 1% this year. Thus the demise 
of Chinese education has coincided 
with the PAP's years in power. 

In a bid to foster interracial cohe- 
sion, the PAP introduced integrated 
schools which had children of all races 
studying under one roof. The move 
served the cause of national integra- 
tion but it also broke up many Chinese- 
language schools which were the 
breeding ground of linguistic mili- 
tancy. In the political arena, by the late 
1960s, the English-educated leader- 
ship of the PAP had also decimated the 
Left-leaning opposition parties which 
derived support largely from the 
Chinese-educated. 

Meanwhile, in tertiary education, 
the medium of instruction in the highly 
sought-after engineering and medical 
courses continued to be English. While 
the PAP did not openly de-emphasise 
the importance of native languages, 
the government's relentless pursuit of 
rapid economic modernisation since 
the late 1960s favoured the English- 
educated. 

The opponents of the PAP are quick 
to complain that the government will- 
fully destroyed Chinese-language edu- 
cation. While it is difficult to substan- 
tiate such criticism by pointing to spe- 
cific sets of government policies, it is 
amply clear that the PAP did little to 
stem the onslaught of English nor did it 
actively encourage the people to send 
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T: bilingualism in schools has 
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Although the government keeps put- 
ting out statistics showing that the 
number of bilingual ethnic Chinese is 
increasing — 11.8% in 1970 to 29.6% in 
1980 and so on — the community itself 


fears the continuing decline of the lan- : 


guage. Pang Cheng Lian, a former 
journalist, wrote in the daily Lianhe 
Zaobao on 31 December: “Mandarin 
will be learned in schools, but it will be 
studied as Latin was studied in the 
past... Since there would be no neces- 
sity to use it at the workplace or so- 
cially, it is likely to be forgotten im- 
mediately after school." 


lready Singapore's Chinese news- 
A are finding it difficult 

torecruit reporters competent to 
write in that language and have been 
hiring staff from Taiwan and Hong- 
kong. The government-run Singapore 
Broadcasting Corp. (SBC) has hired 


Girls in computer class: a row over educated women. 


Mandarin newsreaders from Taiwan 
since it switched all its Chinese prog- 
ramming to Mandarin in early 1982. 
Directors and producers of SBC's 
Chinese programmes also come from 
Taiwan and Hongkong, and have to be 
extensively briefed on what is permis- 
sible by way of entertainment in this 
rigidly conformist state. 

In most fields, the job market 
favours those who are fluent in English 
and especially where they have profes- 
sional or technical skills learned 
through English — a situation which 
has given rise to criticism that the sys- 
tem fosters and perpetuates elitism. 
Elitism starts early in school where 
children, as young as nine, are 
streamed into different groups based 
on their ability to learn. Streaming 
continues at various stages right up to 
pre-university level. 

The government does not fight shy of 
the elitist label, though it prefers to 
call the system meritocratic. It is true 
that anybody of proven merit, regard- 
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through the system as long as he con- 
forms to the norms and priorities laid 
down. But the vast majority of those 
grouped into the faster streams of edu- 
cation tend to come from well-to-do 
families in which the parents also hap- 
pen to be highly educated. 

In fact, the government has recently 
become concerned with the phenome- 
non that educated women in Singapore 
are not as fecund as less educated 
women — a common enough experi- 
ence in all countries where family 
planning has been effectively im- 
plemented. Last August Lee lamented 
at what he called this lopsided pattern 
of procreation (REVIEW, 8 Sept. '83). 

He also advocated that educated 
single women should get married and 
the married ones should be encouraged 
to produce more children. Lee's thesis 
clearly was that educated people beget 
better children, though the role played 
by nature and nurture in a person's 





Source: Government Statistics 


makeup is still subject to heated scien- 
tific debate. 

Lee also suggested material incen- 
tives for educated women to encourage 
them to join the reproduction race. 
That an already privileged sector of the 
population was being further 
favoured, solely based on an unproven 
premise set off a heated debate. 
Memories of Aldous Huxley's Brave 
New World and Nazi Germany's at- 
tempts to create a superior race were 
stirred. Nor did many educated women 
seem enthusiastic to forsake their 
careers for the burdens of motherhood. 


cism, the government announced 

early this year that the third and 
fourth children of graduate mothers 
would be given top priority in primary- 
school admissions, while third or 
fourth children of less educated 
mothers would be penalised. That 
graduate fathers did not get a similar 
privilege set off another furore. An in- 


U ndeterred by the barrage of criti- 
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father wrote to The Stra 
Pimes. “Iama medical doctr and my 
wife has A-level qualifications. Has 
anyone the right to assume that my 
offspring is of less genetic potential 
than, say, the child of an accountant 
and [a female] arts graduate? Am I to be 
'discouraged' from having a third child 
because of the above assumption?" 

Toh Chin Chye, a founding father of 
the PAP and now a critical backbench 
MP, lambasted the policy of preferen- 
tial treatment, adding that it violated 
Singapore's constitution which 
guarantees equal rights to citizens re- 
gardless of their wealth and education. 
Toh went on: “If I were to depend on 
my father’s and mother’s educational 
background, I would have had no 
chance.” 

Echoing Toh’s point on the constitu- 
tion, students of the Nanyang 
Technological Institute petitioned the 
prime minister, stating that discrimi- 
nation against less educated women 
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could give rise to a class system. Th 
students’ union of the National Uni-. 
versity of Singapore, also disagreeing 
with the government move, collected 
3,000 signatures from undergraduates 
to demand a meeting with Minister of 
State for Education Tay Eng Soon, to 
discuss the whole issue. The Catholic 
News, the organ of the Roman Catholic 
Church in Singapore — which has been 
predictably unhappy over sterilisation 
as a family-planning tool — said in an 
editorial: “Schools should instead give 
preferential treatment to the less-edu- 
cated, the under-privileged and the 
poor.” 

The irony of all this criticism is that 
it emanates from the sections of society 
which stand to benefit from the 
government's policies. The vast major- 
ity of the population — the less-well 
educated non-graduates — have been 
accustomed to getting by without com- 
plaining and doing what the au- 
thorities have planned for them. So 
once a proposal is initiated at the top 
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accepted government policy without 
further ado. 

Many analysts think that a fairly de- 
veloped city-state like Singapore can 
afford to give all its children a reason- 
ably good secondary education and ex- 
pand the currently smallish university 
intake. But official sources tend to 
view such proposals as wasteful of 
money and manpower. Singapore's 
long-term development plans have a 
manpower component built into them, 
with an outline of how many engineers, 
scientists, doctors, accountants and 
labourers the economy will need. 


aside for unskilled labour who 

will only get primary education, 
another 20% can make it to high school 
and will fill the ranks of clerks and 
semi-skilled workers. Only 5-10% can 
expect to go to university in the coming 
decade. 

The remainder will have to be con- 
lent with being skilled technicians. 
The place where each “digit” — one of 
Lee's own ways of referring to people 
— or individual student, will fit into 
the grand design of society is largely 
decided by the time a student reaches 
14. Although the recent history of Sin- 
gapore's education has undergone 
many changes — multilingualism, 
bilingualism, emphasis on English, 
civics, moral education, streaming and 
so on — making the task of school au- 
thorities difficult, the PAP's basic ob- 
jective of education has remained un- 
altered: a meritocracy at the top and 
obedience at the grassroots level. 

As Lee spelled it out: “Build in re- 
flexes of group thinking, reshuffle the 
emphasis on various values, produce 
qualities of leadership at the top and 
qualities of cohesion on the ground." 

Singapore's impressive economic 
+ growth and the resulting rise in living 
Banadaras since the early 1970s have 

d successfully contained social problems 
which could arise from perceived in- 
equality. But the country's leaders 
voice less concern with economic op- 
portunities and overall growth, which 
are likely to be better in Singapore 
than in neighbouring countries for 
years to come, than with the declining 
tradition and cultural values sustained 
by native languages. 

From its fervent advocacy of linguis- 
tic nationalism of the late 1950s, the 
PAP switched to bilingualism in the 
1960s. By the late 1970s, when the 
switch to English had become virtually 
assured, the government opted to teach 
Asian ethical values in English to 
schoolchildren. Using the modernistic 
computer language, Lee put it: "No 
child should leave school . . . without 
having the ‘software’ of his culture 
programmed into his subconscious.” 

This cultural “software” has to be 
Bee. a by students in an alien lan- 

Nas. ge pes most Maie ue do not 


Us: these plans some 20% are set 






JA os 


SON MIC REVIEW « ‘ 


trollec 
comes T. 














Florida Homesites 
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nama City — 
Yes, Florida is still affordable. 
And you can begin a property ownership 
program with a small down payment and 
easy monthly terms. But, even more 
important you will be buying a homesite 
in a growing and successful Deltona community 
where happy people are now living. Deltona communities are master- 
planned for homes, apartments, shopping centers, schools, 
houses of worship, utilities, parks, golfing, tennis and other facilities. 


Deltona communities are 
also located in growing areas of Florida... 
Where thousands of people are building homes each year. 
So, if you are thinking of someday living in Florida or would just 
like to hold land for the future, now is the time to decide. 


Why now? 

Because the U.S. Census Bureau predicts that more than seven million 
people will move to Florida by the year 2000; and these people will 
need homes ... and land to build them on. 


If you are ready to live in Florida now — 

You can purchase a Mackle-Built home for as little as 
$35,900, plus homesite. These are complete homes with 
many features at not extra Cost. 


Send for brochures and details today. 


Deltona 


Members, New York 
Stock Exchange. 
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uch of the meaning of tradi- 
stivals can be maintained by a 
rgely areligious Chinese population, 
' wondered. He went on to acknow- 
dge that “the threat to our culture 
mes from the fundamental. social 
| economic changes. that have taken 














































g er bandes one pu has 
na pet theme of the PAP in re- 
nt years. However, the current situa- 
on is largely the result of the govern- 
nt's housing policies . — 70% of the 
opulation lives in government-built 
iousing estates largely suitable for nu- 
lear families — and the emphasis on 
nrelenting economic productivity 
nd growth which in turn have bred 
materialistic — and individualistic 
alues. 
. Lee urged parents and grandparents 
o make time for the children in the 
venings and at weekends to sustain 
raditional family values. He went on: 
/e have educated our women and 
want them to work . but do our 
vomen need to value their careers 
ore than, and at the expense of, their 
milies?" The high cost of living and 
he aspirations for a higher standard of 
e are forcing most mothers as well as 
rs to work. Whether they will 
erlook the economic imperative and 
t for passing on their traditional 
ritage to children is a debatable 
int. 
_The uneviable task of Singapore is to 
lend the two sets of conflicting values 
-traditional and cultural versus mod- 
rn and economic — to create a sus- 
inable society. In a generation or two 
nglish will have become the common 
- language for all Singaporeans. In. 
event, whether the language and 
ducation policies will have succeeded 
blending the best of the East and the 
st or whether Singapore becomes a 
ionolingual society, deculturised 
om its roots — so-called Caribbeani- 
— time alone will tell ,H 
























r the more than 470,000 students of 
Singapore, school begins every day 
with a solemn assertion: "We the citi- 
zens of Singapore pledge ourselves as 
one united people, regardless of race, 
language or religion, to build a demo- 
cratic society, based on justice and 
equality, so as to achieve happiness, 
prosperity and progress for our na- 
tion." The daily dose of patriotism is 


part and parcel of character-building | 
and moral education among children, a _ 


matter of abiding concern to Prime 
Minister Lee Kuan Yew. 

The pledge has remained the same, 
but the content — though not the 
thrust — of moral instruction has been 
revamped from time to time. Religious 
classes were changed to ethics — or 
Right Conduct as it was also known — 
in 1959 when the People's Action Party 
(PAP) came to power. Right Conduct 
was replaced by civics in 1967. and a 
new course called Education for Liv- 
ing wasintroduced at the primary level 
in 1974. 

Confucianism is being brought in 
this year to be followed next year by 
teaching in other religions — Islam, 
Hinduism, Christianity, Buddhism, 
Sikhism and a course called World Re- 
ligions. With minor exceptions, the 
common thread running through most 
of these programmes has been group 
loyalty and social responsibility, in- 
cluding individual responsibility. to 
the family, school and nation. * 

Most of the changes in moral educa- 
tion in the 1960s and 1970s generated 
little public response as they related 
mainly to syllabuses and teaching ma- 


terials and were restricted to the class- _ 


rooms. But in the late 1970s, PAP 


leaders became more vocal in criticis- 
ing the inroads made by decadent - 
Western values such as so-called per: l 
| missiven ess 


and excessive 
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vidualism, spawned by the aod | 
affluence among Singaporeans. in . 
1978 Lee ordered a major investigation 
of the education system itself and 
another high-level committee was set 
up to look into the moral se a of 
education. , 
In. February 1982, shocked: by what” 
he saw as a decline in moral traditioris, 
Lee announced that the government 
could make “it compulsory through 
legislation and tax regulations for Sin- 
gaporeans to look after their aged par- 
ents. Lee lamented: “Anyone brought 
up in the Confucianist tradition will be 
ashamed to let his or her old parents 
live by themselves i in loneliness and de- 
solation. 
.. “But when our young see on televi- 
sion, and some A UE dee travel, that this 
isthenorm...in America, Eu rope and: 
Australia, our traditional value-sy 
tem comes under severe pressures 
task is to implant these traditional 
values into our children when their 
minds are young py 50 that ; 
when-they prow c out of t 
years, these attitt 
forged 















weaching Üonfucian ethics in schools 
was one thing. But if it were to 
du into. the pocketbooks of money- 
conscious Singaporeans, it was a dif- 


ferent matter. As filial piety and re- 


philosophy of Confue 


sponsibility to one's family — a major 
part of Confucianism — could hardly. 
be questioned, a lively debate ensued » 
on the general tenets of Confu Us... 
and their relevance to a modern socie-- 
- For more than 


found impact on í 
of Asia. In the 
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wives, and younger brothers Ber their 
fathers, husbands and elder brothers. 
The system worked well enough in de- 
centralised rural societies — the tradi- 
tional pattern in Asia — but in time it 
was also seen as a barrier to economic 
progress, social change and individual 
creativity. 

In Singapore, academics, feminists 
and public figures joined in a heated 
debate. A teacher from the philosophy 
department of the National University 
of Singapore wrote to The Straits 
Times newspaper expressing doubts 
about the relevance and effectiveness 
of moral indoctrination in a modern 
city state. “Indoctrination is appro- 
priate for totalitarian countries, whose 
governments desire a docile and sub- 
missive populace which can thereby 
be the more easily controlled,” he 
said. 

Toh Chin Chye, a former deputy 
rime minister and now a PAP 
ackbencher, joining the debate, de- 
clared: “If we accepted it wholesale we 
would end up as zombies.” 

Right from the beginning, the gov- 
ernment agreed that all of Confucian 
teaching would not be acceptable in a 
modern society. It got together a team 
of scholars from Taiwan and the Unit- 
ed States to try to thrash out a modern 
formula and a school syllabus, which is 
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families to jump to the top ot housing 


lists. 

As the Confucian course will be 
taught at the higher secondary-school 
level, where more debate and ques- 
tioning is being allowed, educationists 
are watching how Confucian conform- 
ism will blend with scientific scepti- 
cism. One clue that the thrust is more 
likely to be group-minded and 
conformist came from the report of the 
committee on moral education. 


he report highlighted the short- 

comings of moral education as prac- 
tised in the schools, stating that the 
courses were unimaginative and large- 
ly amounted to teachers giving long 
lectures and telling the students 
“rights” and “wrongs” of behaviour. 
The report also compared the type of 
moral education prevalent in Japan, 
Taiwan, and the Soviet Union with 
that of Singapore. The choice of the 
role models — two Confucian societies 
and a communist one — amply indicate 
that conformism will continue to be 
the norm in Singapore also. 

This is not to say debate is being 
totally stifled in moral education 
classes. In fact, in an attempt to be in- 
novative, young children are encour- 
aged to debate issues and make 
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and | rr ge offered xe ex- 
perit aio at 70 schools at the pi 
mary level, actively stimulate student . 
participation, though in most of their - 
endeavours students are required to | 
conform to a certain set of criteria laid | 
down by the authorities. This is not, - 
perhaps, a congenial situation to incu- - 
late a spirit of questioning morals and 
ethics. 

In a broader sense, moral educational 5 
in Singapore is also circumscribed by — + 
the leadership's view of education in- 
general. In other societies the high - 
ideals of education have been vari- ) 
ously described as broadening the - 
mind, seeking after truth, unravelling | 
the mysteries of life and the universe. — 
In Singapore the view is more utilita- - 
rian. The aim of education, according. E 
to Lee, is to produce “ a good man and. 
useful citizen." 

A more telling comment came from | 
Goh Keng Swee, the first deputy prime ~ 
minister who is also the education — 
minister and a great influence on edu- — 
cation policy. Explaining the grand — 
plan. to teach Confucianism, Goh — 
stated the objective very clearly in 
1982: “The end product is honest, - 
hardworking people who believe in . 
education and know there is nothing — 
wrong about getting rich and increas- — 
ing the GNP." — V. G. KU 
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he academic rat-race in Singapore 
begins rather early in a student's 
, andeven before he has had a smat- 
ng of basic subjects the system 
arts to decide whether he is destined 
join the ranks of the elite or be a 
mber of the unskilled workforce. 

Although formal education does not 
mmence until a child i is: six years old, 











cramble to lace Br 
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an others i in academic Pet 
ice. The more successful schools 
to be older, and therefore have 
ent. prestige to attract better 
^d teachers, as well as a capa- 
‘for raising. private donations for 
sol activities. — 
O rnment surveys have shown 
i\e majority of students who do 
| in the final primary ànd secon- 


d schools — which are privately 
government-aided schools 
> the bulk of the failur as belong to 
y new rgo vernment-run in- 

I no compulsory 
ool a many 


et 





sti ous schools even if they 
tliy nearby. ac 

ever, enrolment in” primary 
1001s is based on certain criteria. Be- 
ining this year, top priority is being 
corded to children of university- 
ucated mothers, a pet theme of 
ne Minister Lee Kuan Yew, who 
eves that educated parents pro- 
ce smarter children — an unproven 
esis which is being implemented as 
overnment policy despite protests 
rom many quarters. 
-Next in the line of priorities come the 
rst and second children of parents — 
ong-established incentive to keep 
arents from having a third child. 
ildren whose siblings have attended 
ié same school earlier or whose par- 
its are active in school advisory 
bodies are also favoured over others. 
"Thus most children of the educated 
nd the affluent elite get a head start in 
' choice of good schools, whose 
names hark back to colonial times: 
Raffles Institution, Victoria Institu- 
tion, St Andrew's, St Joseph's, St Mar- 
garet's, Fairfields and Anglo-Chinese. 
- Having gained admission, most stu- 
nis s go through a 10-year period of 


y examinations come ‘from these 


renee NN TC A AAA AA rmn mm Trisomie IHR CA ANE NANA OSL CALAN HANNO EEL COST RRA is T tried m mio rrr riri mar as PLASMAS ch Mer HUP err eden rebel pe A AAA i ATE Arms EANA tree rrr it 


schooling — six years of primary and 
four of secondary — during which they 
are classified according to their ability 
to learn. This system of streaming was 


introduced in 1980 after a high-level 


team, headed by First Deputy Prime 
Minister Goh Keng Swee, investigated 
the causes of attrition in the education 
system. The Goh study found that in 
the mid-1970s, about 65% of the Pri- 
mary One enrolment could not pass the 
GCE O-level examination at the end of 
their secondary schooling, and 29% 
could not even pass the primary school 
leaving examination. 

Streaming is aimed at pushing 
through the bright children by not 
holding them back to the level of the 
slower ones. All children go through 
three years of schooling in which they 
study English, their mother tongue — 
Mandarin, Malay or Tamil — all of 
which are called second languages — 
and mathematics. At the end of Pri- 
mary Three they all sit for a common 
examination, the results of which will 


THE SCHOOL SYSTEM 


Pre-primary 

Lower primary 

Upper primary 
Normal stream 


Extended stream 
Monolingual stream 
Secondary 
Bilingual stream 
Express stream 
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Pre-University 
Junior College 


determine their future stream or the 
pace at which their further learning 
will proceed. It is at this point that 
many children's futures are deter- 
mined. 


here are three streams at Primary 
Four level: 


» Normal bilingual stream for those 


who secure 50% or more at the Primary 
Three examination. 


» Extended bilingual for students. 


who fail Primary Three but had done 
reasonably well in the first two years of 
school. 


» Monolingual courses for those who | 


do poorly in all three years and are 
judged as being unable to complete 
primary education. Such students are 
only taught their mother tongue and 
some arithmetic, and are earmarked 
for prevocational training after eight 
years of primary school. 

The Goh report estimated that some 
60% of students would be streamed 
into the normal course after Primary 


Three, while another 20% woukt do the 
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| Primary School Leaving 
Certificate 


GCE O-level 


GCE N-level 
GCE A-level 





there have been no 





i d. pai 
Se uod atithorities to put 
their children i in the normal stream. 
Streaming is a controversial issue 
among experts in education and its 
validity has not been proven beyond 
doubt. In other societies streaming has 
proved disadvantageous to children. 
from communities weak in education. 
Early streaming also works against 
late developing children. Í 
Most educationists are, however, 
agreed that if streaming cannot be 
avoided it is best left until the late sec- 
ondary stage. Some studies in the West 
have also indicated that having stu- 
dents of differing abilities in the same 
class does not hamper the bright ones 
but helps the slow learners. E 
Minister of State for Education Tay 
Eng Soon said in November 1982 
that most studies on streaming had 
been inconclusive. The government, 
which is accustomed to using selective 
research and statisties: to ‘Support its 


evidence in favour of streaming. Nor n 
deve ecd ad s teachers been en- 


thusiastic about the 
policy. Many of 
them are known to 
| m been hesitant. 
in "playing God" 
with young pupils 
= ino -deciding their 
-academic fate. 
In addition to the 
B^ g basic three streams, 
| | there is also a 

programme for gift- 
ed-children which 
started in January 
1984. The program- 
me takes 200 of 
the best and brightest from the Pri- 
mary Four and Secondary One level: 
and puts them into separate classes: 
chosen schools with the best teack 
and special resources. Although. the 
gifted students go through the regu- 
lar curriculum, they are nurtured Rcg 
for better achiever ents in their 
studies. . 2 

One of the most ‘céntrover sial issues 
in the whole system is whether a late 
developer can be spotted and transfer- 
red upwards, or likewise, whether the 
child who is streamed high at the be- 
ginning on slim evidence will be moved 
down. The system allows for this, but 
many teachers say they doubt that 
schools are capable of coping with lat- 
eral switches on any significant scale. 

Some figures have been given by the 
government to mollify complaints, but 
independent 
studies as all data are retained by the 
government and will not be available 
until the first generation of streamed 





primary children reach university. 
1 level i in the PUE 1990s. 


— V. G. KULKARNI 














The politics 

of language, 
the language 
of politics 


Ti politics of language has had a 
long and turbulent history in Singa- 
pore. While Singapore since its found- 
ing has been a melting-pot of many 
races, the majority Chinese have main- 
tained their distinct identity through 
their language and culture, and all 
governments have had to take account 
of the “Chinese factor.” 

For the British colonial regime, it 
meant cultivating the allegiance of the 
Chinese to serve the interests of the 
mpire, while their English-educated 
ingaporean successors had to con- 
tend with political opposition from 
those educated in the Chinese lan- 
guage. The British merely dealt with 
the Chinese factor as a matter of inter- 
nal security, while the rulers of inde- 
pendent Singapore have seen it as the 
major obstacle in forging a national 
identity. 

The opposition to the ruling People’s 
Action Party (PAP) in the 1960s arose 
on political as well as ideological 
grounds, but since it emanated largely 
from the Chinese-educated group the 
PAP confronted it as a battle against 
Chinese chauvinism. 

Like many other current problems in 
the developing world, the roots of the 
language problem are embedded in the 
mire of colonial history. Significantly, 
for the first half of Singapore's modern 
history, since Sir Stamford Raffles 
founded it in 1819, there was little con- 
cern over the Chinese factor or even 
education in general. Although Raffles 
had a grand vision of establishing an 
institute of higher learning to nurture 
native cultures — which led to the es- 
tablishment of one of Singapore's best 
schools, Raffles Institution — his suc- 
cessors paid little attention to educa- 
tion. For one thing, Singapore of the 
early colonial days remained a trading 
outpost populated mainly by immi- 
grant adult males. 

But by the beginning of the 20th cen- 
tury, the colony's population had 
reached 220,000, more than doubling 
over the previous 30 years. By then a 
fairly stable pattern in the ethnic com- 
position of the population had also 
emerged: 72% Chinese, 16% Malays, 
and 8% Indians. A large and stable 
workforce had also attracted women 
and children of the migrants; and the 
government had begun making its 
first feeble attempts at providing some 
basic English schooling, mainly to 
train people as clerks in the ad- 
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Singapore's schools, half of them in the 
private Chinese institutions. Apart 
prom the basic need for schooling, the 
upsurge in Chinese education had a lot 
to do with events in China itself. 


RE Fp y the beginning of the century China’s 
imperial Qing dynasty was on its 
ast legs, and a republican form of 
£ zovernment had come into being in 
. 1911 under Sun Yat-sen. The winds of 
i change spread to language and educa- 
_ tion as China launched a movement to 
unify its various dialects, declaring 
Mandarin the official tongue. All 
< © erseas Chinese had traditionally 
been considered subjects of the 
Chinese empire, a policy Sun's 
‘I uomintang (KMT) continued. Thus 
the KMT started trying to assert its 
sel -assumed jurisdiction over the 
ig inese and their schools in Singa- 
pore. 
Aiter anti-Japanese riots and loot- 
gin June 1919, inspired by the 4 May 
M M ovement in China, troops were called 
'ut and martial law was imposed. The 
c Bosne colonial authorities pro- 
p osed legislation requiring the regis- 
ration of Chinese-language schools 
al nd their teachers. Government con- 
trol was perceived by the Chinese com- 
munity as “destruction of Chinese edu- 
c ation” and representations were 
. made to Peking. But the Singapore au- 
t horities persisted in the move. 
— Control of the education system 


E ame a permanent feature of all later 
governments in Singapore, though 
- some schools opted to remain indepen- 
X ent. By 1930, the Malayan Com- 
ponnisti Party (MCP) had been formed 
an nd spread its influence among work- 
s and Chinese schools in Singapore. 
Ti he MCP's tentacles spread during 
| Vv Vorld War II — at the end of which the 
party began organising workers in 
ae laya and Singapore — leading to 
e declaration of emergency rule in 
1l N 948. 
poer the communists came to power 
in China in 1949, Chinese schools in 
ngapore were split into opposing 
ca mps favouring the communists or 
e KMT in Taiwan. 
T By the early 1950s the issue of the 
granting of citizenship to ethnic 
na Shinese i in Malaya and Singapore, and 
a 1e perennial question of education 
nd culture, further politicised the 
hools and the community in general. 
In May 1954, Chinese middle-school 
udents rioted in Singapore over edu- 
€ ation i issues as well as the compulsory 
litary service brought in during the 
ergency. 
VA Singapore witnessed the strongest 
d emonstration of emotional commit- 
ment to Chinese language and educa- 
‘tion with the opening: d in 1956 of the 
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However, discontent bortiuued to 
spread as Chinese . middle-school 
graduates could not find enough job 
opportunities in the English-oriented 
government and business worlds. An 
all-party committee in 1955 recom- 
mended that Chinese, Malay and Tamil 
be given equal status along with Eng- 
lish as the medium of instruction in 
schools — a plank that was to become a 
policy of the PAP government once it 
assumed power in 1959. 

In the early 1960s, as the PAP had 
favoured Singapore’s merger with the 
proposed Malayan federation; it began 
emphasising the importance of Malay 
as the national language. The PAP also 
had to contend in the legislature with 
opposition from Left-leaning parties 
dominated by Chinese speakers, whose 
cause was being played up by the 


Chinese-language press. So the PAP 
began weeding out its leading oppo- 
nents, who were alleged to have ties 
with suspected communists by arrest- 
ing them under the internal security 
regulations. 


O: Singapore was ousted from Ma- 
laysia in 1965 after a two-year un- 
happy relationship, the clamour for a 
special place for the Chinese language 
in Singapore increased, a move said to 
be supported by the local Chinese 
Chamber of Commerce: Prime Minis- 
ter Lee Kuan Yew summoned the lead- 
ers of the chamber to his office in Oc- 
tober 1966 and admonished them. 
While the importance of Malay would 
be played down, bilingualism — Eng- 
lish and a mother tongue — was to be- 
come the education policy. 

The rationale for bilingualism has 
been that Singapore could not do with- 
out English, the premier language of 
modern technology. and international 
commerce. As for the mother tongue, it 
has to be nurtured in order to keep cul- 
tural traditions alive. 
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ture and had long seen the predomi- 
nance of English, preferred to send 
their children to English-medium 
schools. By 1975, Nanyang’s enrolment 
had shrunk so much it decided to 
switch to English. 

In 1980, a study by experts showed 
there was no place for two universities, 
and Nanyang ceased to be a university, 
being converted into a technical insti- 
tute in 1981. Although Nanyang's de- 
mise was evident by the mid-1970s, its 
supporters wanted to continue its 
identity as a separate university. The 
government's decision was seen by 
many as the final official move against 
the unique bastion of the Chinese lan- 
guage. 

Simultaneous with the gradual dis- 
mantling of the Chinese education sys- 
tem, the PAP government also turned 
its attention to the problem of preserv- 
ing traditional Chinese culture. Its sol 
ution was manifested in the “Speak 
Mandarin” campaign and the compul- 
sory teaching of Mandarin in schools 
since the early 1960s, coupled with the 
use of the language on radio, TV and in 
the cinema. Presented as a means of 
consolidating the Chinese community, 
it is controversial and distrusted by 
many. 

The majority of Singaporean 
Chinese — 46% of them — speak the 
Hokkien dialect from southern China. 
Others speak Teochew, Cantonese, 
Hakka, Hainanese and other dialects. 
Since almost all migrants to Singapore 
are originally from southern China, 
very few, if any, naturally speak Man- 
darin, which originated from the 
north. 

Scholars and teachers are divided in 
their opinion as to whether Mandarin 
can be grafted on to the Chinese com- 
munity. A census taken in 1980 showed 


that 87% of Chinese still spoke dialect — 


at home, 5.2% English and 7.5% Man- 


darin. So though English has become 


dominant in education and business, it 
too has a long way to go before it be- 
comes the real language of Singapore. 

While the educated elite speak it, the 
less educated, though they have to be 
taught in English at school, after 
school get by with Chinese dialects and 
a smattering of "bazaar" English — 
which at times can also be bizarre. The 
ubiquitous and almost unexplainable 
word "lah" splattered around sen- 
tences gives a unique flavour to a 
patois already dubbed “Singlish,” in 
which even university graduates Wines 
times start a sentence in English, 
switch to Malay or Chinese and finish 
in English again. 

Singapore may officially become an 
English-educated community in 1987, 
but what language they will actually 
be speaking in one or two generations 
will be closely watched by scholars of 
socio-linguistics. — V. G. KULKARNI 
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a THE United States presidential 
election has already been with us for 
many a month, and will be with us for 
many more, with "media hype" des- 
perately trying to maintain dramatic 
tension in reporting the unutterably 
boring provincial primaries. Apart 
from the ludicrously drawn-out cam- 
paign, many othe factors are today 
distorting th« mocratic process, 
not least the: 'andidates' desire to in- 
F: mselves with all the “spe- 
|. cial issue” pressure groups — such as 
the gun lobb 










Jews, the Blacks, the Hispanics and 
members of the gay community. 

_The gays have sent a 27-point ques- 
tionnaire to all presidential candi- 
dates; I cannot tell how far the de- 
feats inflicted on former vice-presi- 
dent Walter Mondale by dark horse 
aary Hart were attributable to Mon- 
~ dale's pledge, if elected, to issue an 
1 executive order banning anti- 

homosexual discrimination in fed- 
eral employment, except for the 
: armed forces and the security agen- 
i on which he has “yet to reach a 


om 
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| September (perhaps he was fooled by 
the meeting's sponsors, the national 
gay political action committee, which 
masquerades under the name of the 
“Human Rights Campaign Fund”). 
| Apparently his audience were struck 
-| by his failure to utter the words “gay” 
or "lesbian." 

I obtained this unilluminating. in- 
telligence from the 6 March issue of 
The Advocate, the US' national 
gay news magazine in which the 
cover story featured a gay cycling 

À tour inside China. Sandwiched be- 
| tween advertisements for gay hotels 
and homosexual boutiques one Rod 
Nelson describes how this unlikely 
party of gay cyclists spent 12 days 
[| cycling through China late last year. 
As Rod writes: "None of us knew how 
the Chinese would receive a group of 
gay men. As a Sinologist, I knew that 
China has a long history of tolerance 
for. homosexual liaisons.” 

would quarrel with the word to- 

» € Chinese have a long his- 
2 tory of ignoring the embarrassing or 
| unwelcome (as the Japanese say, 
F, “putting a lid on smelly things”). It 
—[ was probably Chinese courtesy 
| rather than tolerance. Rod writes, 
 unselfconsciously, that the Chinese 
were fascinated by the visitors’ 10- 
speed cycles: "Every time we stop- 
.. | ped, the crowd that gathered wanted 
“|. to play with our gears." He goes on: 
. “We soon realised that we were sur- 
"rounded by same-sex couples, both 
vale and female, embracing and 

I ng hands, not in a sexual way 
ply out of Eiengssip and af- 














n | -Mondale inexplicably chose to ad- 
' dress a gay audience in New York last | 


y, the feminists, the | 








fection. We a that v we were freé to 
be ourselves, and from that moment 
on none of us felt any need to be 'dis- 
creet... No one seemed the least bit 
perturbed by our antics." 

Now isn't there a distasteful, self- 
conscious touch of exhibitionism in 
that word " antics "? Almost enough to 
justify China's campaign against 

"spiritual pollution." 
€ | ANNUALLY note in these col- 
umns the holding of yet another suc- 
cessful Hongkong International Arts 
Festival. This year provided some 
disappointments: a lugubrious Swiss 
mime group, Mummenschanz, with a 
programme almost unchanged from 


that mounted a couple of years ago; 


what was for me an evening of pre- 
tentious discordant squeakings 
mounted by the so-called music- 
theatre group Fires of London, and a 


senescent Pittsburgh Symphony Or- 


chestra responding to the skills of 
two brilliant young soloists (violinist 
Yuzuko Horigome and pianist Ken 
Noda) but hardly enlivened by the 
very casual baton wielded by André 
Previn. 

However, other features were ex- 
cellent: the Israel Chamber Or- | 
chestra, the Tokyo String Quartet 
and Kodo (Inever thought I would re- 
main awake for two-and-a-half 
hours of drumming, but the drum- 
mers from the island of Sado off the 
west coast of Japan were positively 
thrilling), while the Actors Touring 
Company from London was ba- 
lanced by excellent performances by 
two Hongkong groups. Once again 
the Hongkong Philharmonic pro- 
vided international-level musicality 
and continuity — and there were 
some lively “fringe” evenings. 

e MATTERS are rather different in 
Cairo. A kind reader has sent me a 
cutting from the Egvptian Gazette 
which reports the celébration of the 
silver jubilee of ballet in Egypt in 
February. Judging fromthe opening 
paragraphs of the piece, all was well. 
Well-earned praise was given to the 


former ministerof culture, Dr Sarwat 


Okasha, who was responsible for “all 
that was ever of value in the field of 
culture" today in Egypt, to Mrs 
Enayat Azmi, who had led the ballet 
company "from its birth to maturity 
and efflorescence," and to other dig- 
nitaries. 

Egyptian ballet had overcome 
many obstacles, including the sudden 
departure of Soviet experts when 
ballet there was in its infancy and the 
subsequent exodus of the most pro- 
mising dancers to other countries. But 
the troupe had been triumphantly 
brought back together by Dr Samha 
el Kholi, who with her iron will had 
organised the silver jubilee to herald 
“a new and resplendent era." 
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mis- sete ie mn had " 
the general reportair of the seasot 
did not include each night's 
ramme. The result was a pot-pou 
scenes and a haphazard 
variations — or at least so itappe 
the public. Nobody knew whic 
was being presented or who were the. 
dancers performing. Naturally, none of. 
the audience guessed. when the show 
was ended, and, after at least a termi- 
nute wait, with nothing happening or 
stage except the hustle and bust | 
hammerings of stape workers removing 
the scenery, one kind-hearted worker 
had pity on the naive audience and. 
waved with his hand for them to go 
home.’ 





It all sounds very like Hongkong 25 
years ago. 
e ALSO in the same edition of the 
Egyptian Gazette (for 3 February). 
was a report of the part West Indian. 
cricketer Richie Richardson played | 
in his team's victory over a Western 
Australia team: "Richardson, 21, 
who has missed his side's last three 
World Series Cup Matches with a 
thing strain, shared a 119-run second 
wicket partnership." 
e ON 7 March last year, 50 Hong- 
kong gold dealers entered a competi- 
tion; on that date the London price of 
gold was US$420.75 an oz and the 
dealers were asked to predict the 
London close fixing price on 31 De- _ 
cember. The winner, Woo Hon-Ífai, 
was US$13.50 out — he forecast $395 
an oz, while the actual price was 
$381.50. The second-prize winner 
was more than $20 out, the third-prize 
winner almost $40 out and the fourth 
was more than $43 out. Thus, out of 
30 professional dealers, 46 forecast a 
price more than US$45 astray. Those 
who speculate in gold might take 
note: a group of racing correspon- 
| ve done better. 
























By Colin James in Wellington 





| ence has helped ensure a place for 
“New Zealand's newest political party 
.on the country's political map. 
‘Launched only last August, the New 
: Zealand Party (NZP) has won 14-18% 
_of the voting public's support, accord- 
ng to recent opinion polls, and already 
s posing a threat tothe ruling National 
Party by appealing to some segments 
of its traditional backers. 

The conference attracted nearly 400 
delegates from all but four of New Zea- 
land's 95 constituencies, indicating a 
wide enough spread of membership to 
sustain it through the general election, 
due in November. National Party offi- 
cials and MPs claim the new party will 
ade during the year, and they hope to 
“the coming election on the 
en h oF pe low inflation and low- 


























j AR A Rees in Canberra 
istralia's ability to project itself as 
an Indian Ocean power falls em- 
rrassingly short of its aspirations. 
t year, only one Australian warship 
MAS Canberra — was deployed in 
jan Ocean. 
inst this background, Foreign 
Bil Hayden won approval 
| his cabinet colleagues recently 
a new policy on the Indian Ocean 
n. The policy involves goodwill 
) other Indian Ocean states by 
i Australian navy but it is primarily 
iplomatic push into the region, with 
eased cultural exchanges and 
id and the opening of an Aus- 
High Commission in Mauritius. 
\ustralian warship was perma- 
ly deployed in the Indian Ocean 
' the first time ever when the naval 
ase at Cockburn Sound in Western 
ustralia became the home port for the 
destroyer escort HMAS Stuart in 
January this year. The Stuart and two 
emantle-class patrol boats remain 
istralia's Indian Ocean naval squad- 
3 ustralia’ s navy is not in fact in good 
shape The present Labor Party gov- 





last year, decided 





well-attended inaugural confer- 


t sliced its already diminished | 


ng an aircraft carrier. 


IT e New Zealand Party, launched last August, is picking up 
“support and is threatening the ruling National Party 


ered interest rates resulting from 
Prime Minister and Finance Minister 
Sir Robert Muldoon’s. interventionist 
economic-management policy, which 
has featured a wage-price freeze, con- 
trols on property interest rates and 
threats of further control measures. 
Muldoon at first dismissed the new 
party as a “joke,” because its principal 
spokesman and now its leader, Robert 
Jones, has been a high-profile practi- 


! cal joker and until now only on, the 


fringe of national politics. Later the 
prime minister referred to members as 
"greedies," because much of the 
party's initial impetus arose from a 
1982 change in the tax law which, in 
effect, retrospectively imposed a capi- 
tal-gains tax on land-sale profits. 
Nevertheless, there is an uneasiness 
among National Party members, indi- 


other warship i is put into the Indian Ocean, more as a 
: bol of new diplomacy than substance of naval power 


and disbanded its fleet air arm. The 


bottom line is that the contribution of 


Australia's defence forces to the Indian 
Ocean policy will for some time be re- 
stricted to the ocean surveillance work 
done by its Orion aircraft in coopera- 
tion with the Melbourne headquarters 
of the defence signals stations seat- 
tered throughout the Indian Ocean and 
Southeast Asian region. 


It was a Royal Australian Air Force 


Orion from Butterworth, Malaysia, 
which recently photographed the new 
36,000-tonne Soviet Kiev-class air- 
craft carrier, Novorossisk, and its 


heavily armed escort, the Poryvistyj, | * 
it was the present Western Australian 
| Labor. 

 eessfully demanded..of his federal 
Labor counterparts that the Austra- 
lian navy finally put at least one ship 


crossing the Indian Ocean to jom the 


Vladivostok: 


But the spotting was fortuitous since - 
Australian defence chiefs have always | 
| considered an enemy would have the 


good grace to attack from the Pacific 
and so placed their strategic and finan- 
cial priorities there. From the time he 


first challenged. Australia's preoccu- - 


pation with the Pacific and proposed 
developing an Australian presence in 
the Indian Ocean, Hayden has never 


pretended it would be more than what | ak 


he called "modest." 


ades from an | Anzus conference : 







































































ek 1 ug he 
buted io the decision by Deputy Prime: 


Minister Duncan MacIntyre, 68, to re-- 


tire from politics at the general etec- 
tion. 

National Party MPs were to. m 
MaclIntyre’s successor as deputy leader 
and deputy prime minister when they 
met in Wellington on 14-15 March. 
After returning from overseas on 11 
March Muldoon said he expected a de- 
cision *at the earliest possible time," if 
not at this meeting then when the MPs 
meet again in a month's time. He also 
added a fifth name to the four main 
contenders — that of Dr Ian Shearer, 


| who holds the ministries of br oadcast- 


ing, science and technology, and. envi- 
ronment. The other four are: Ji 
Bolger (labour), Bill Birch (ener; | 
Warren Cooper (foreign affairs) and Jim 
McLay (justice). Observers tip McLaye 
as the front runner, but Muldoon sa 
any of the five would be acceptable. ` 














The publicity success of the NZP's. 
conference is likely to exacerbate the 
unease in the ruling party's ranks. 
Since the NZP's formation, it has been 


in Washington, he said ona Poi 
stopover last August: ^For a ve y small 
outlay, we can develop our presence in 
the region. We are not proposing some- 
thing aimed at protecting sea lanes or 
oil supplies or projecting American 
fire power ... that would be nonsense 

. we want [a presence] independently 
of the Americans to preserve our own 
sense of self-respect and indepen- 
dence.” 

Probably because n their vulnera- 
bility, Western Australians are the na- 
tion's most defence-conscious people. 
Western Australian state governments 
of all complexions have consistently 
pressured Canberra to take more 
terest in a western line of def he 
development of rich natural resources 
in the remote northwest and offshore, 
and the ince Soviet. naval pre- 
sence in th - Ocean has 
heightened their 



















^o while the Tabor Pony in Austra- 
lia is traditionally “anti-defence,” 








leader Brian Burke who suc- 


into the A$130 million (US$123 mil- 


| lion) Cockburn Sound base which in 


fact has facilities for berthing four de- 


 Stroyers and three submarines. . 


Hayden's initiatives, modest as they 
are, cannot help but benefit Labor 
Plectorsliy in M festern Australia; not 








seen as being little more than the per- 
son of its spokesman and thus was 
commonly referred to as the *Bob 
Jones Party." The initial "steering 
committee" of colourless men around 
Jones did nothing to lessen this percep- 
tion. But the conference elected new 
people of considerably more presence 
to the party's first council. The 35 or so 
candidates so far selected for the 95 
parliamentary seats to be contested in 
November were equal in calibre to all 
but the most outstanding of the major 
parties' candidates, and the standard 
of debate was relatively high. 


Je is a multi-millionaire prop- 
erty developer who has published 
several books on property, a collection 
of his letters and has a novel in the 
works. In 1975 he actively supported 
with both money and time Muldoon's 
successful campaign to unseat the 
Labour government of Sir Wallace 
Rowling. He has made an art-form of 


. outrageous comments about New Zea- 
jand’s sacred cows and public figures. 


Guaranteed audiences by his repu- 
tation, Jones has reinforced his appeal 
with a low-key public-speaking style 
as the NZP's spokesman to huge 
crowds wherever he appears. He has 
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own waters. The broader view, within 
Hayden’s department in Canberra 
however, is that Australia should be 
cultivating a healthy relationship with 
the East African states and, even more 
importantly, with the independent In- 
dian Ocean states, such as Mauritius, 
whose potential strategic importance 
should not be underestimated. 

In his own recognition of Australia's 
Indian Ocean role, Hayden has been at 
pains to distance himself from the pre- 
vious Australian Liberal government 
which at one stage became so per- 
turbed about Australia's defenceless 


» west that it asked Washington to base 
its proposed US Indian Ocean fleet 
- there. Australia is an American ally 


but, in Hayden's words, does not wish 
to be regarded as an American “appen- 
dix." And, significantly, Labor Party 
policy calls for the encouragement of 
moves to make the Indian Ocean a zone 
of peace. 

Some have questioned whether 
Hayden's initiatives are in conflict 
with the zone of peace concept. On na- 
tional TV, Prof. John Raser of Western 
Australia Murdoch University, noted: 
"It might be quite disastrous politi- 
cally in terms of Australian relations 
with other nations around the Indian 
Ocean region, with Indonesia, with 
India, with certain nations of Africa 
who are very edgy about at increased 
build-up of Western forces in the 
Indian Ocean and who many times 
have argued that the Indian Ocean 
should be a zone of peace." One de- 
stroyer escort, however, is very un- 
likely to threaten or indeed ensure the 
peace of the region. rR | 
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quietly and reasonably argued the case 
for free enterprise, lower taxes, a float- 
ing exchange rate, reduced defence 
spending along with New Zealand’s 
withdrawal from its military alliances 
and increased education spending. 

To a large section of former and cur- 
rent National Party supporters, the 
free enterprise, anti-Muldoon message 
has been very attractive. Increasingly 
in the past five years, discontent has 
grown within National Party ranks 
over what some see as Muldoon's 
socialist economic policies. The feeling 
is strong among upwardly mobile, usu- 
ally self-made, urban middle-class 
people and among farmers, who feel 
taxes are too high and there is too 
much government interference in the 
economy. 

Most delegates to the inaugural con- 
ference came from the National Party’s 
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voting ranks. To these have been 
added, as is the case with most new 
parties, single-issue campaigners for 
reforms in health, education and de- 
fence policy. Jones seems to have taken 
the high political ground among anti- 
nuclear people, particularly among 
women — a surprisingly large number 
of whom attended the conference. 

The NZP is expected to pose its 
greatest threat to constituencies held 
by the National Party. Jones himself is 
expected to stand against Trade and 
Industry Minister Hugh Templeton, 
and this could help Labour win the 
seat by siphoning off discontented Na- 
tional Party voters. That was Jones' 
original intention, though now he has 
ambitions to win the seat himself. 

The NZP also poses a challenge to 
the Social Credit Party (SCP), which 
maintains only 10% of the electorate's 
support, according to the opinion 
polls, a drop from 21% at the last elec- 
tion. In some constituencies where the 
SCP has fed on discontent within the 
National Party, the NZP may be able to 
lure away this element for itself. 

If that happened, the NZP could 
damage Labour's chances of winning 
the election. Jones has demonstrated 
his appeal to conservative Labour vot- 
ers in much the same way as Muldoon 
did in 1975 and Beetham in 1978 and 
1981. This could affect Labour’s 
chances in marginal elections. 

All this presupposes that the NZP 
will not itself win a substantial 
number of seats. Most observers and 
politicians do not expect it to do so, 
but Jones' personality and proven 
crowd-attracting ability, coupled with 
the momentum developed by the con- 
ference, cause those same observers to 
add to their predictions a caution that 
the NZP could surprise everyone. J 
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By S. Kamaluddin in Dhaka 
 E»egum Khaleda Zia and Sheikh 
Hasina Wajed, the two women who 
are currently dominating opposition 
- politics in Bangladesh, are making life 
I Biereasingly difficult for President H. 
. M. Ershad's military regime with their 
- attacks on Ershad's programme for re- 
_ storing democracy in the country. 
Hasina, eldest daughter of the 
murdered president Sheikh Mujibur 
. Rahman, spent six years following her 
father's death in self-imposed exile in 
India — with her nuclear-scientist 
husband — before returning to Dhaka 
d 1981, when her father's colleagues 
asked her to lead the Awami League 
(H asina groùp). At the same time, 
.Khaleda almost immediately was 
thrust into the political arena by the 
Bangladesh Nationalist Party (BNP- 
Sattar group) following the May 1981 
assassination of her husband, presi- 
dent Ziaur Rahman. 
. The two women have a lot in com- 
mon. Both are young and in politics 
only because of their close relation- 
Ships to the two former presidents, 
who were murdered, six years apart, 
by two groups of army rebels. Both 
were persuaded to accept the leader- 
ship of their respective political par- 
ties, both of which were facing serious 
- leadership crises. 
. Hasina's accession as leader of the 
Awami League saved it from an immi- 
nent split in 1981, and Khaleda's de- 
cided to become the acting chairman of 
th ie BNP in late 1983 after the illness of 
'hairman Abdus Sattar, 78, who was 
tc ppled as president 10 months after 
Zia's assassination by the present mili- 
lary regime. 
. Many still question the two women's 
ability to lead such large political par- 
ties and guide the two parties' move- 
ment for restoring democracy in the 
kx is to its logical conclusion. 
aleda had been thought of only as 
‘Zia 's dee until his death and had not 
been looked upon as a potential politi- 
cal leader. But following the popular 
ib Atcry after Zia's assassination, a 
group of MPs and officials of the then 
m ing BNP began promoting her, in 
$ June 1981, as a presidential candidate. 
. There was, perhaps, another reason 
for this development — the sudden rise 
to prominence of Hasina, who was 
elected Awami League president in 
ebruary 1981 while in exile in New 
Febru She returned in Dhaka in May, 
— but did not contest the November 1981 
. presidential polls because she was 
- under 35 years old, the minimum age 
pror a presidente candidate. 
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Two Eobüsition politicians close to assassinated 
P residents prove popular with Bangladesh’s people 
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Although Khaleda did not agree to 
become a presidential nominee, she 
was later persuaded to try for the BNP 
chairmanship in direct competition 
with Sattar, who also became acting 
BNP chairman following Zia's death 
and wanted to be elected to that post. 
After intensive backstage manoeuvr- 
ing, Khaleda withdrew her candida- 
ture and supported Sattar. 

However, realising her considerable 
popular appeal, the BNP government 
invited Khaleda to attend important 
government functions — a privilege 
denied her during Zia's lifetime — and 
she was frequently seen on the dais 
along with the acting president and 
other dignitaries. Even after the mili- 
tary takeover, Ershad called on her on 
several occasions, events which were 
publicised in the media. 

When open political activity was al- 
lowed briefly in November last year, 
Khaleda went out on an organisational 
tour of the country and began to at- 
tract huge, enthusiastic crowds wher- 
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dei "e crowds in a ‘similar ome 


through the countryside. 

Unlike Hasina, who had been in- 
volved in student politics during her 
college days and thus was used to pub- 
lic speaking, it took Khaleda a while 
before she was able to switch from 
reading a written text to delivering an 
extemporaneous speech. Her main 
theme was, and still is, that the mili- 
tary regime had unnecessarily and il- 
legally ousted the BNP government, 
and she intends to implement the late 
Zia’s programme of establishing a 
“happy Bangladesh.” 


haleda is bitter about the regime. 
She told the REVIEW: “The Sattar 
government was ousted because the 
law-and-order sitution was bad, minis- 
ters were corrupt and the administra- 
tion had mismanaged the whole thing... 
But what is happening now? Why can’t 
journalists point out to Ershad that the 
situation is even worse than before?” 
After overcoming her shyness, 
Khaleda gradually became an effective 
party chairman, conducting commit- 
tee meetings with a firm hand and 
guiding the course of the democratisa- 
tion movement. It is difficult to say 
whether any single person or group of 
people is influencing Khaleda’s deci- 
sions. A large number of BNP leaders, 
especially those who had earlier sup- 


Sri Lanka’s new star 


Mrs Bandaranaike’s daughter enters politics to challenge 
not only the president but her own brother 


By Mervyn de Silva in Colombo 


he latest recruits to the already 

strong trend in the Subcontinent 
towards women in opposition politics 
and film stars leaving the studio for the 
hustings are Chandrika and Vijay 
Kumaratunge. Chandrika is the 37- 
year-old daughter of two former prime 
ministers — Solomon Bandaranaike, 
assassinated in 1959, and Sirimavo 
Bandaranaike who succeeded him and 
became the world’s first 
woman prime minister. 

But though Chandrika 
comes from a family 
which is fast becoming a 
political dynasty, she is, 
in fact, challenging that 
dynasty's chosen succes- 
sor her younger 
brother Anura, chosen by 
their mother as leader of 
the opposition after she 
was stripped of her own 
civic rights. Unable to 
beat him inside the Sri 
Lanka Freedom Party 
(SLFP), she has formed 
her own rival opposition 




















Vijay: crowd-puller. 


to President Junius Jayewardene's 
United National Party (UNP), called 
the Sri Lanka People's Party. Es 
One of Chandrika's biggest assets in 
her political campaign is her film-idol - 
husband, the party's general secretary, 
mobbed by teenage fans whenever he 
appears in his flashy sports car. The 
bitter rivalry between the Ban- 
daranaike children came to a head in 
1980 when Mrs Ban- 
daranaike lost her civic 
rights, and therefore her 
parliamentary seat at 
ž Attanagalla, a family 
$ preserve. 
Anura, two: years his 
sister's junior, already 
=- had a seat in parliament, 
e" "we | and Chandrika assumed 
E ~a | the vacancy was hers by 
Anura thought 
and chal- 
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right. 


otherwise 


T7 ^ E use || lenged her for the candi- 


dacy. Their mother re- 
solved that conflict by 
allowing neither to have 
the Seat. Lung it set the 





tant decisions. 

However, one insider says that 
Badurddoza Chowdhury, a BNP offi- 
cial and a former prime minister, has 
some influence on her. Chowdhury, an 
eye surgeon and a good speaker, was 
very close to Khaleda’s father, perhaps 
explaining why she chooses to discuss 
things with him more than with any- 
body else. 

Hasina’s situation is different. Most 
of the senior Awami League leaders 
had known her as a child, and she 
treats them with respect, calling them 
“Uncle.” She has proved to have a mind 

of her own, though former foreign 
aster Kamal Hossain and former 
information minister Korban Ali ap- 
pear to have considerable influence on 
her. Since her 1981 return from New 
Delhi, she has matured as a politi- 
cian. 
4 Hasina says that her chief aim is to 
e-establish democracy in the country 

d try those responsible for killing 
her father and other members of her 
“emily. She told the REVIEW: “Ever 
since the elected government was 
forced out of power following the kill- 
ing of Sheikh Mujibur Rahman, no 
stable government could be installed 
in the country. There is no democracy, 
and political instability in the country 
persists." R) 


stage for Chandrika’s eventual exit 
from the SLFP and the formation of 
her own party. The final break was 
preceded by the 1982 presidential elec- 
tion in which Hector Kobbekaduwa, as 
the official opposition candidate, 
failed to get the support of Anura. 

On the other hand, Kobbekaduwa 
was spiritedly supported by Chan- 
drika and Vijay. Kobbekaduwa did 
surprisingly well at the polls, winning 
2.6 million votes against Jayewar- 

ene’s 3.5 million. Kobbekaduwa later 
died, but not before he accused the 
SLFP of failing to support his cam- 
paign. The party is now the least effec- 
tive opposition in Sri Lankan politics 
since independence. Although Anura, 
a likeable, paternalistic “country- 
squire” politician, is looked on with 
favour bý the Westernised elite and 
upper class, who even have talked of a 
“national government” bringing the 
now dominant UNP and the SLFP to- 
gether, it is this very aspect which 
gives his sister a political platform. 

At the first packed rally of her new 
party Chandrika accused her brother 
of “dancing to his excellency’s tune" — 
meaning the president. Anura re- 
sponded by saying that the new party 
had been born of “jealousy and 


hatred." Not many people would chal- 

lenge that view, but it does not prevent 

them hailing Chandrika and Vijay as a 
formidable new double act. 
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shipping company 
Started out m 
98 years ago with - 
58 ships and today 


runs Over 280? 
188522. 
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S.S. Yamashiro Maru Gross Tonnage: 2,528 G/T 
Length: 91m Breadth: 11.4m 
Service Speed: 8 knots 


Ideo: 
524312 G/T 


S.S. Hakusan Maru Gross Tonnage: 10,380 G/T 
Length: 150.88m Breadth: 189m 
Service Speed: 14 knots 


Since NYK's founding in 1885 remarkable © 
changes have taken place in merchant ship- - 
ping. Except for a few notable exceptions, . 
the days of sail and paddle steamers are ` 
over. Even in those early days though, 1, a 
NYK’s founders saw the need for spe od = 
and efficiency in carrying cargoes to every 
corner of the world. Today, with over 280 
vessels flying its flag, NYK still provides — 
these essential services, with a modern - 
fleet that is constantly being upgraded to 
satisfy the most demanding customers. 

















7,099,656 G/T 


M.S. Kasuga Maru Gross Tonnage: 58,440 G/T 
Length: 289.499m Breadth: 32 2m 
Service Speed: 23.25 knots 


E Charting a course for tomorrow as well as today. j 
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he e long, slow march to integration 


of the Chinese in Indonesia 


B By Leo Suryadinata 
t was once very easy to identify who 
1 iwere Chinese in Indonesia: they were 
people with Chinese surnames, who 
identified themselves socially as 
Chinese. But in 1966, the government 
“urged” Chinese Indonesian citizens to 
take Indonesian names. Over the next 
. two to three years more than 250,000 
did so. This made the identity problem 
n increasingly difficult. But it has not 
stopped the Chinese being a separate 
g roup, and it has not solved the prob- 
Jem of their separateness. 

Defined as people who at one time or 
E nother had Chinese surnames, ap- 
proximately 4.2 million people, Or 
2.896 of the population; can be clas- 
sified as Chinese. 

_ As urban dwellers, the Chinese play 
an important role in the Indonesian 
economy. Some Indonesian leaders 
4 | claim that the Chinese control 70% of 
the country's economy, particularly 
trade. Although it is argued that the 
m 10st crucial sectors are in the hands of 
the government and the multinational 

p rotations, this does not negate the 

importance of the Chinese Indone- 
‘sic s. They constitute a large part of 
the e Indonesian middle class, and their 

conomic power has been felt by the 
T indigenous population. 

In Indonesia today there is a group 
© of wealthy Chinese categorised as 
“cukong” (literally “master” or 

“boss”), a dialect term used to refer to 
ett hnic Chinese businessmen who coop- 
erate with the power elite. The pre- 

sence of these cukongs, numbering 30- 
40 families, is often used as the evi- 

ce of Chinese control over the In- 

Ra lonesian economy, and a threat to in- 
genous economic nationalism. 

- Before Indonesia’s independence, 

the. Dutch colonial government, fol- 

po wine a divide-and-rule policy, en- 

couraged the Chinese to maintain their 

. own identity. Integration and assimi- 

E E ation into the indigenous society were 

di scouraged. There was also a rise of 

Ch inese nationalism prior to the birth 

_ of Indonesian nationalism, which per- 

 petuated the “separateness” of the 

. Chinese communities. Chinese schools 

were an effective vehicle for maintain- 

— ing Chinese identity and re-Sinicising 

th ose who had become less Chinese. 

. The indigenous Indonesian 

i E at onalists concentrated their efforts 

= on their struggle for independence 

A from the Dutch. Only after the removal 

of the Dutch did the Chinese become 

3 . the target of these nationalists. Ethnic 

. conflict between Chinese and pribumi 
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(indigenous Indonesians) occurred 
more often after independence than 
before. 

The Chinese problem obviously has 
an economic dimension, but to 
examine it solely from that perspective 
is inadequate. The socio-cultural and 
political dimensions are equally im- 
portant, Indonesia is still in a stage of 
nation-building. As a colonial legacy, 
the Chinese have not been fully inte- 
grated into local society, especially the 
more recent immigrants. Those 


Chinese, often known as totok (pure 
blood), who came to Indonesia only 
this century, still speak Chinese. The 
earlier Chinese settlers and their de- 






Chinese school in Jakarta: the problem has not gone away. 


scendants who speak Indonesian, are 
better known as peranakan (mixed 
blood). 


any Indonesian leaders wanted 

the Chinese — both peranakan 
and totok — to be absorbed into the 
newly born Indonesian nation. The na- 
tion has been defined vaguely as an en- 
tity called Indonesia comprising vari- 
ous peoples with a sense of belonging 
to it. The composition of this new na- 
tion varies from period to period, but 
the existing indigenous groups, the 
sukus (which include Javanese, Sun- 
danese and Batak), are all members of 
this nation. During the Guided Demo- 
cracy period, the peranakan were also 
considered by then president Sukarno 
and some other indigenous leaders as 
one of the Indonesian sukus. A major 
Chinese organisation during that time, 
the Baperki, actively advocated this 
idea. However, after the fall of Sukar- 
no, the idea was abandoned. 






The present policy of the Indonesian 
Government is that of total assimila- 
tion of the ethnic Chinese into the 
sukus in whose territory the Chinese 


reside. Although assimilationist 
policies have been introduced in socio- 
cultural fields, some ad hoc policies 
deviate from this. Some peranakans 
have tried to abandon their ethnic 
identity and would like their Chinese 
identity to be forgotten. 

Others continue to resist assimila- 
tion and hide behind various religious 
identities; Buddhism and the Agama 
Khonghucu (Confucianism) are consi- 
dered to be two religions in which some 
sense of Chinese identity can be pre- 
served. Using religion as a shield, a 
number of Chinese have been able to 
maintain their identity because In- 
donesia professes Pancasila, the state 
ideology, which guarantees religious 
freedom. 

-The ethnic Chinese in Indonesia re- 

main fragmented, but their economic 
strength as a group is still 
i strong. Chinese connec- 
g tions with the power elite 
g often cause envy and anger 
9 among indigenous busi- 
Z nessmen who do not enjoy 
é such benefits. Most of the 
violent ethnic conflicts are 
believed by some to have 
been engineered by indi- 
genous political leaders 
discontented with the pre- 
sent system. 

Is there any solution to 
the Chinese problem? Be- 
fore President Suharto 
came to power, at least 
three solutions were post- 
ulated: one was through 
political participation and 
the realisation of a 
"socialist society”; the gm 
other was through combating pre-  - 
judice and protecting human rights; 
the third called for complete assimila- 
tion into indigenous Indonesian socie- 
ty through name-changing and inter- 
marriage. Modified versions of these 
views have also been put forward and 
constitute some of the current thinking 
among the Chinese (both peranakan 
and totok). They can be summed up as: 
» The creation of a strong pribumi en- 
trepreneurial class. People holding 
this view feel that ethnic conflict can 
be avoided, because, in their view, both 
pribumi and  non-pribumi entre- 
preneurs have common interests in 
maintaining peace and political stabi- 
lity. The means to achieve this is 
through the establishment of joint ven- 
tures. The advocates of this view in- 
clude leading members of the Centre of 
Strategic and International Studies 
and the communications body Bakom. 
Although the economic aspect is consi- 
dered important, the intensification of 
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the assimilation programme in both 
cultural and social fields is also stress- 
ed. It is recognised that contradictory 
policies often obstruct the assimilation 
of the ethnic Chinese but no concrete 
steps to remove these barriers have yet 
been proposed. 

» Conversion to Islam. This group be- 
lieves that because the majority of the 
indigenous population is Muslim, as- 
similation of the Chinese should be 
into this religious group. With the con- 
version of Chinese to Islam, the ethnic 
Chinese problem will cease, it is 
thought. The main proponents of this 
view are Junus Jahja and Muh 
Budyatna, who, in 1981, established 
the Yayasan Ukhuwah Islamiah aimed 
at propagating Islam among middle- 
and upper-class peranakan. 

Their target is to convert 50,000 
ethnic Chinese over a 10-year period 
mand encourage 150,000 intermarriages 
yer the same period. Nevertheless, 
hey do not address themselves to the 








Pupil at Chinese school: a surviving society. 





P... inside Muslim groups. The im- 
portant thing for them is that such dif- 
ferences are no longer measured in 
ethnic terms. 
» Restructuring the Indonesian econ- 
omy. Some radical intellectuals see the 
restructuring of the economy as a solu- 
tion to the so-called Chinese problem. 
A complete restructuring of the In- 
donesian economic system also implies 
a drastic change in the Indonesian po- 
litical system. This. can be done 
through either peaceful or revolution- 
ary means. The idea that economic 
change will automatically solve the 
Chinese. problem. is similar to the 
socialist approach. However, at the 
moment no Chinese intellectual lead- 
ers in Indonesia are advocating this 
openly for an obvious reason — it 
would not be tolerated by the govern- 
ment. Thus, the advocates of this idea 
mainly live in Europe. 

The view of the majority is however, 
_ that there will be no solution to the so- 
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called Chinese problem. Those who are 


rich and have the means have emi- 
grated to other countries, though many 
continue to keep their business links 
with Indonesia either because they are 


profitable or because of lingering emo- 


tional attachments. But the majority 
will have no choice but to remain and 
continue to adjust and make the best of 
the changing situation. 


WwW: totok society survive? Socio- 
political conditions seem not. to 
favour the totok community: There is 
no mass immigration and the govern- 
ment banned all Chinese-language 
schools in 1966 following the abortive 
communist coup. And there are no 
Chinese organisations with which the 
totok Chinese can identify. Under these 
circumstances, it seems that the totok 
community cannot continue to pre- 
serve their communal identity for 
much longer, at least in Java. In the 
outer islands, the demise of the totok 
community will take much longer be- 
cause of its settlement patterns and 
other geographical factors. 

Conditions in Indonesia have caused 
the younger generation of totoks to be- 
come “peranakanised.” But are they 


Indonesianised? The answer depends 


on the geographical area and the social 
background of the individuals. But asa 
group, it seems that the peranakan so- 
ciety — in a more Indonesianised form 
— will survive for several reasons. 

There is a revival of ethnic con- 
sciousness throughout the world, and 
it is possible that the pribumi will be- 
come more tolerant of ethnic differ- 
ences. The preservation of peranakan 
identity also has its economic rewards. 
The Chinese often use ethnic links to 
promote their economic interests and 
social needs. Since there is room for re- 
ligious differences in a Pancasila state, 
some peranakans will retain their 
peranakan identity through a religious 
identity. In some areas where Islam is 
influential, religion becomes a barrier. 

Indonesian leaders find preservation 
of the Chinese minority useful as a 
counter-balance to other indigenous 
sukus in their business ventures and 
also as a potential scapegoat. Indone- 
sian Government policy which dif- 
ferentiates pribumi and non-pribumi 
Indonesians in both economic and po- 
litical fields indirectly perpetuates the 
division between Chinese and the 
pribumi. Last but not least, there is the 
question of the international position 
of "Overseas Chinese" vis-à-vis China 
and the policies of both Jakarta and 
Peking towards each other. 

Despite these factors favouring the 
persistence of an ethnic Chinese com- 
munity,  Chinese-Indonesians will 


have to continue to adjust themselves 
to changing social and political condi- 
tions in order to survive. / 





OUSE PC Beeps 


and ensure your copy each week. 


Farbasternlc FIO LIC 


JETSPEEDED RATES 


[amontie [ enone | 
Pussisso | ussesso 


Country 
Brunei 
China 
India 
Indonesia 
Japan 


1 year 
B$110:00 
US$58.00 
US$58.00 
US$52.00 
* 19,500.00 
M$110.00 
US$58.00 
US$568.00 
US$49.00 
S$110.00 
USS48.00 


Thailand 
Restof Asia US$58.00 
North America US$80.00 


A$19.50 A$36.50 A$66.00 
NZ$22.30 NZ$41.10 N2$74.65 
US$29.50 US$98.00 


Y 10,725.00 
Malaysia 
Nepal 
Pakistan 
Philippines 


Singapore 


Australasia 
Europe, Africa 
& Middle East 


Central & 
South America 


SURFACE MAIL RATES 


[amenities | omonime | 


US$16.00 US$29.50 
£10.50 19.00 
A$19.00 


.»- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$19.95 or HK$150 (or the 
equivalent. in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 












Hongkong 








Elsewhere 











| Please enter my subscription for 


O 3months 
O 6months 


O 1year 


O Please include the Yearbook at extra 
US$19.95/HK$150. For airmail delivery, 
please add: USS6/HK$45 


Cheque payable to Far Eastern Economic Review enclosed 


Payment of is enclosed 
I 
| Address 
| Country Zip Code 
| O Jetspeeded O Surface mail 
| 


To: Circulation Manager 
| Far Eastern Economic Review, GPO Box 160, Hongkong 


— 


WONC 0322 | 





— — UM- eS ee ee to — eee eee 
. , 
i& > " 
t, 


- -— 4 


Wn X. 
5 


br 
2 E 


vE 
n 


A 





most CN N S^ o z= zo | 
Ganden monastery; pilgrims in Lhasa: the enthusiasm is there, but the skills are largely lost. 


RELIGIOUS ART 


Lost skills are badly needed 
as Tibet picks up the pieces 


By Chang Tsong-zung in Lhasa 


ll over China people are picking up 

the pieces of the broken past. In 
Tibet, the task is greater than 
elsewhere. Destruction during the Cul- 
tural Revolution was nothing short 
of devastating. According to an early 
account of Tibet there were 2,700 
monasteries in the 18th century. Be- 
fore the armed uprising in 1959 there 
were still more than 1,000. Today there 
are fewer than 100, and most of those 
are in ruins. 

Much is now being done to restore 
some of the damage. Large government 
funds are more than matched by dona- 
tions from local worshippers. In 
Changdu, the main city of eastern 
Tibet, the government spent Rmb 
120,000 (nearly US$59,000) on restora- 
tion in 1982 and nearly Rmb 100,000 in 
1983. But large-scale voluntary work 
and return of looted cultural artifacts 
was worth even more than that. 

In many old religious centres resto- 
ration work is being conducted like an 
emergency operation. This is partly in 
deference to Tibetan religious fervour 
and partly in the faint but undying 
hope of a visit by the Dalai Lama. 
Nowhere else in China do citizens sup- 
port cultural restoration with as much 
enthusiasm as in Tibet: money and 
labour are given freely. 

Of all Tibetan cities, Lhasa gets the 
main share of funds and donations. A 
pilgrimage to the holy city is the great- 
est event in most Tibetans' lives. And 
at the end of the journey entire life sav- 
ings are traditionally deposited at the 
various monasteries. This kind of zeal 
has been dampened in the cities after 
two decades of socialist education, 
though it is still common practice 


42 


among the  cash-rich nomadic 
herdsmen of whom truckloads arrive 
in Lhasa every day. 

But there are problems with the re- 
storation work — not for lack of effort, 
but with the quality of the work done: 
sculptures are often crudely restored; 
murals artlessly repainted. The intri- 
cate metalwork for which Tibetans are 
renowned is almost always absent 
now. 

To most Tibetans restoration is a 
kind of religious offering and not the 
concern of scholarly curators. The 
main thing is that places of worship are 
restored; how they are restored is not 
so important. Consequently, well-in- 
tentioned restorers sometimes inad- 
vertently damage the very thing they 
wish to preserve. In the Potala Palace 
in Lhasa famous 17th-century murals 
have been partly repainted by simply 
retracing the originals with fresh 
paint. It is rumoured that a Tang 
dynasty altar in the Jokhang cathedral 
in Lhasa is to be replaced with a mod- 
ern version. 


Dimes to cultural artifacts aside, 
perhaps the most formidable threat 
to the continuity and thus the creative 
interpretation of traditional arts is the 
absence of a new generation of prop- 
erly trained artisans. During the Cul- 
tural Revolution traditional artists 
were not only forbidden to practise 
their crafts, but to teach. The only road 
to recognition was the art academy, 
where a Chinese version of Soviet 
socialist realism was taught. 
Graduates of this academy were not 
much interested in restoration of anti- 
quities. 


During the past three or four years, 
most of the older artists have taken on 
young apprentices, but it will take 
some time before we see the fruits o 
their labour. In the field of Buddhi 
tanka painting or mural art, an ap- 
prentice is expected to spend at least a 
decade learning not just to paint, but 
also the anatomies and proper colours 
of the Buddhas and gods. 

A handful of famous old artists still 
work in the Lhasa Valley; most are 
quite stoic about the uncertain future 
of their art. Among the most active re- 
storers is Renjinbaihu, whose restora- 
tions of the Jokhang and the Sakya 
monastery are in a superior class. He 
still feels he falls short of the old mas- 
ters. One of the finest painters in Tibet 
is Shilo, the official tanka artist of the 
Panchen Lama — a retiring man, more 
devoted to his prayer-book than to his 
palette. The fact that he has no follow- 
ers does not seem to bother him par- 
ticularly. 


Anne the best-preserved religious 
monuments is the Great Stupa in 
Gyantse: most of the 14th and 15ti 

century murals are in excellent condi- 
tion — though it is a threatening sight 
to see young boys repainting some of 
the old sculptures with bright enamel 
paint. On the other hand one must not 
overlook the fact that entire monastic 
towns are now being rebuilt — the 
largest rebuilding project being at the 
Ganden monastery. 

Ganden was first built in the 15th 
century by Tsongkapa, founder of the 
Yellow Hat sect. It was the largest 
monastery in Lhasa, housing at its 
peak more than 3,000 lamas. It was very 
badly vandalised and pillaged during 
the Cultural Revolution, its buildings 
reduced to roofless shells. Its entire 
collection of art and historical relics 
was lost. Now, very slowly, stones are 
piled upon stones again and the great 
Ganden monastery, perched like 
eagles’ nests between two mountain 
peaks, is beginning to regain its pre- 
sence in Tibetan cultural life. Oo 
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- Press. 


eeps on dipping into 
trove of pre-war literature 
on Asia, Two new paperbacks have 
been added to an already excellent list: 
4. Acton's Peonies and Ponies and Sit- 
< well's Escape with Me. 

Both Acton and Sitwell were gentle- 
men of a type which is unfashionable 
these days: public-school aesthetes — 
they were Oxbridge dandies, travelling 
nd writing with the elegant noncha- 
lance of the true amateur. These typi- 
cal products of the bleak 1930s were 

usually connoisseurs of Renaissance 
art and Sicilian shepherd boys 
Mediterranean villages were their 
chief stamping grounds. But many, 
like Acton and Sitwell, were also at- 
< tracted to the mysterious East, and 
_ especially to "things Chinese. " The 
most unfashionable aspect of Sitwell's 
travel writing is its celebratory tone. 
— — : Now that luxury travel is accessible 
` to any but the humblest citizens of the 
West, modern travel writers tend to 
wallow i in discomfort, revel in the sor- 
did and complain all the while of the 
horror of being abroad. People like to 
enjoy vicariously in these books what 
they themselves need not experience — 
cushioned as they are by the doubtful 
pleasures of luxury tours. In Sitwell's 
days things were different, Escape 
ith Me is an apt title, for he wrote for 
“the large number of people compelled 
to stay at home in Bradford or Surbi- 
ton. Travel books were literally an es- 
cape from the grey boredom of their 
suburban lives. Sitwell's rapturous de- 
scriptions of Angkor Wat must have 
sounded like a fairytale to most of his 
readers. It was certainly a world away 
^ from Surbiton. And if his prose reads a 
little purple today, it is probably true 
that, in Sitwell's words, "a certain love 
of the exotic was, perhaps, innate in 
» those of English blood, counterpart i in- 
deed, of our proud insularity." 
^^ Sitwell even manages to make the 
dirt and poverty in the streets of Pe- 
king sound romantic and even desira- 
ble to the pre-instamatic-camera gen- 
eration. His description of smiling beg- 
gars, wrapped in rags against the Sibe- 
rian winds, is reminiscent of those 
paintings by Murillo of Neapolitan ur- 
chins: misery elevated to a slice of fas- 
| cinating - — and sometimes sentimental 












































Sitwell is byno means just a fop- 
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pish fool. At his best he is a shrewd and | 
witty observer with a marvellous sense | 
of the offbeat: His visit, for example,to | 
a temple housing the last surviving | 
Manchu-palace eunuchs — full of 
“vivacious cackle and prattle and | 
toothless laughter" 
is unforgettable; as is 
his description of the 
screams of the 5,000 
pigs slaughtered in Pe- 
king every night. 
Sitwell's wit isa form 
of satirical snobbery. 
His targets were famil- 
iar, and rather easy 
ones in the 1930s: 
mostly vulgar Ameri- | 
cans and  flannelled | 
fools. Yankee-baiting 
in particular was a fa- 
vourite pastime of pub- 
lic-school — aesthetes. | 
There is certainly 
enough evidence of it in 
Acton's satire of the 
foreign community in 
pre-war Peking. But he 
does not spare his com- 
patriots either — the vain, dandified | 
author, Lancelot Thistleby, could ac- | 
tually be a caricature of Sitwell. 
Peonies and Ponies is definitely a 
roman A clef; yet it is not really neces- 
sary to know who the models for the in- 
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| for very long. One. 
| little tired of the 

' ness. Not that t 
necessarily an impediment to gre 
erature. Acton's friend Evelyn 

wrote about silly people ali the 
Peonies and Ponies, though not 
is good nonetheless. Those w 
Waugh will like Acton. 














































A unique 
compilation 


The Mongolian Legal System: Contem- 
porary Legislation and Documenta- 
tion by Wiliam E. Butler. Martinus 
Nijhoff. US$195. 


law. Mongolists will be familiar w 
some of the material — for e 
the Mongolian Constitution in 11s V 
iants and amendments, Ivan Mays 
account of courts and punishme 
pre-revolutionary Mongolia, 
Charles Bawden's well- known sf 
of an 18th-century murder. 
However, the broad scope and 
detail of Butler's collection 
edly make it a standard work of re 
ence for both the Mongolist and- 
student of international law. 
Such a large and diverse colie 
inevitably has its faults, though. 
are on the whole minor ones. Tt w 
have been a good idea to have 
ed a proof-reader with the 
linguistic skills, to eliminat 
dant Russification of Mongo iar 
for example, or the occasional 
slation — including the r 
what is usually called the “Os 
ing Treaty” of November 1921 i 
“Solemn Compact,” “serfs” as ' 
ants" — and thumbs as "big - 
Butler's book is, however, hig 
commended. It is expensive 
an essential tool, full of very 
interesting insights. i 


—— 
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utler's book is a unique compila- 
tion in the field of Mongolian 
studies, and yet at the same time an in- 
tegral part of a well-established series | 
on Soviet and communist law. Its com- 
panion volume and by-product, also 
edited by Butler with Alynn Nathan- 
son, is the Mongolian-English-Russian 
Dictionary of Legal Terms and Con- 
cepts, by the same publisher. 
Mongolian constitutional history 
dates back to 1924, and The Mongolian 
Legal System provides a comprehen- 
sive account (996 pages) of its develop- 
ment, combining the texts of all codes 
with extracts from the writings of con- 
temporary authorities on the interpre- 
tation. PEE REDHCHHON of mongolian 













ose e Galang in Manila 
Ihe foreign-exchange shortage in 
-the Philippines, resulting from a 
prolonged foreign-debt morato- 
m now entering its third 90-day | 
riod, has virtually dried up business 
< the 24 offshore banking units 
BUs) operating in the country. They 
1tobestoically riding out the crisis 
i not in any hurry to get out — 
ugh some fear that if the debt-re- 
uling package currently being 
ed out does not offer the OBUs 
ved prospects, some may decide 
t up shop. 

e first offshore units were set up in 
under the terms of President Fer- 
| Mareos. „Decree No. 1034, 











































ng ong. cr orca “At that 
e, foreign banks showed strong in- 
st in setting up OBU operations in 
ila, because of the attractive tax 


a uae aa of ihe big forei gn-cur- 
requirements for the country's 
ve development programmes. 

y. os coer Gea crisis has re- 


‘as one Medi ‘batiker r put it. 
fortrade financing, thereisno 
ere we can expect to do busi- 
Even in the collection of interest 
are having. a difficult time,” 
er. 
ns of the OBUs' licences limit | 
ooking overseas loans and 
irrency loans to Philippine 
The OBUs in Manila have 
captive lenders" to Philip- 
rnment and private institu- 
they have made only a few 
verseas borrowers. A survey 
late. 1982 by the Offshore 
S Association (OBA), which 
ips the OBUs operating in Manila, 
d that the 24 foreign banks lent a 
| | to local borrow- 
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their country-lending limits for the 
Philippines. 

As of the first quarter of 1983 (the 
latest period for which data are availa- 
ble) total resources of the 24 OBUs 
amounted to some US$4. 48 billion, 
down by some 10% on the end-1982 
level of US$4.99 billion. Around 
US$4.3 billion of these resources rep- 
resented inter-bank deposits and bor- 
rowings. The OBUs fund themselves 
either through the local inter- bank 
market or via Euro-currency borrow- 
ings from banks in other offshore 
financial centres. - 

(The 24 OBUS operating in Manila 
are those of: American Express Inter- 
national Banking Corp:;; Bank of Nova 
Scotia, Barclays Bank International, 
Banqué Nationale de Paris, Chase 
Manhattan Bank, Crocker National 
Bank, European Asian Bank, Lloyds 
Bank International, Manufacturers 
Hanover Trust, First Interstate Bank 
of California, Bank of California, Bank 
of Tokyo, International Bank of Singa- 
pore, Rainier National Bank, Security 
Pacific National Bank, Chemical 
Bank, Société Générale, First National 
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Bank of Chicago, Bankers Trust, Bank 
of Credit and Commerce International 
[Overseas], Credit Lyonnais, Bank of 
Hawaii and First National Bank of 
Boston. Granted OBU licences but not 
yet operating are: Middle East Bank, 

Wells Fargo Bank, Philadelphia Na- 
tional Bank and. Korea . ERENER 
Bank.) : AG n 





ost of ihe OBUs still m" to 
turn small profits for calendar 
1983, though a few incurred 
losses owing to the application of cer- 4 
tain accounting principles that pre= 4 
vented them from counting as accrued — 
income interest not yet collected. 
Those expecting. profits managed to 
maintain their margins between the 
cost of funds and lending rates. In any 
event, the OBUs' performance in 1983 
could not have been dramatically far 
from the 0.5% overall return on assets 
recorded in 1982. | 
The OBUs also are allowed to áecept .; 
foreign-currency deposits. Given the 
current foreign-exchange drought, . 
however, they are not expecting any Ò 
significant gains in this area, Even in. 











Glacial erosion 


Citibank’s decision to freeze its Manila assets threatens not only 
the Philippines but also the international inter-bank market 


By Robert Manning in Washington 
he decision by Citibank of the 
United States to freeze the assets of 

its Manila branch has created consi- 

derable friction between Citibank and 
other US commercial banks. The situa- 
tion may further complicate the 

Philippines’ debt crisis and could ad- 

| versely affect the US$1 trillion inter- 

national inter-bank deposit market. 
Citibank has frozen all assets depo- 


sited at. the branch after 17 October: 
1983, which bank. officials told the | 


REVIEW total some US$800 million. 
This follows the passing of alaw by the 
government of President Ferdinand 
Marcos banning the outflow of foreign 
exchange in response to the Philip- 
pines' growing liquidity crisis. The fro- 
zen deposits are foreign-currency 
(mainly US dollar) sums deposited by 
other banks in Citibank's Manila ope- 
ration — a fully licensed branch ra- 
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ther than an offshore banking nit. 
Citibank officials in New York s 
that the standard eiie she 






panch "unless. the 5 failure. to carry out 
an agreement is due to a branch’s com- 
pliance with local law.” In the case of 
the Philippines, Citibank officials 
argue, they had little choice but to take 
the course they did. Buta number of 
US money-centre. banks. are angry 
about the matter. So far, only one 
bank, the Singapore-based merchant- 
banking unit of Wells Fargo — Wells 
Fargo (Asia) — has taken action, filing - 
a suit in late February in the US Federal 
Court in New York to recover some 
US$2 million in deposits plus interest 
that was to: have. matured last De- 
cember. boe 

Bank of America vit] 
























foreign-exchange dealing, the 
OBUs are faced with the basic 
reality that most Philippine 
fund users trade mainly be- 
tween pesos and US dollars. 
Because of this, "the foreign- 
exchange dealing room — 
which is expensive to main- 
tain — doesn't make a lot of 
sense," commented one bank- 
er. “We are restricted to deal- 
ing dollars to Deutschemarks, 
Deutschemarks to Swiss 
francs and a few other curren- 
cies, which is only a fraction 
of the market.” 

What the OBUs are hoping 
for is an authority to expand 
into foreign currency/peso 
conversion, export letters of 
credit (LCs) and even peso de- 
posits and lendings. (Over the 

ears, the OBUS' licences have 
een expanded somewhat to 
include LCs for imports that 
they finance and participa- 
tion in arranging for dollar re- 
mittances from Filipino 
workers abroad.) The OBUs’ desire to 
expand banking operations has been 
articulated since 1982 (REVIEW, 24 
Mar. '83), but this met strong opposi- 
tion from the local commercial-bank- 
ing sector. 

One OBU head in Manila said: *Ob- 
viously the foreign-currency business 
and the OBUS' ability to do business is 
going to shrink." He said trade financ- 


million in the Philippines, also has fro- 
zen its funds. Defending his bank's ac- 
tion, a senior Citibank official told the 
REVIEW: "Established banking prac- 
tice has been for decades that the de- 
positor assumes the sovereign risk. 
M This is a sovereign-risk issue, not a cre- 
dit issue.” 

The frozen assets are earning sub- 
stantial interest — 1.125 percentage 
points above the London inter-bank 
offered rate — but the precedent of ac- 
cess to funds being denied and a major 
international bank not honouring 
them is unsettling to some US bankers. 
The Wells Fargo case may result in a 
challenge to the loose set of under- 
standings on which the banking sys- 
tem — or rather the inter-bank seg- 
ment of it — operates, and provide a 
more lucid legal framework for ad- 
dressing the issue. l 

The inter-bank market previously 
came under fire during the Mexican 
debt crisis in September 1982, when 
the Mexican Government’s nationali- 
sation of Mexican banks effectively 
froze billions of dollars in inter-bank 
deposits. Now, the vulnerability of the 
inter-bank deposit market — where 
banks earn extra interest by placing 











Citibank, Manila: the first to freeze. 


ing, which is seen as the only bright 
area, would not require any marketing 
efforts because of the expected big vol- 
ume — “it [would] be a question of 
turning down applications.” 

Because the OBUs will be mainly 
collecting interest payments for the 
duration of the official debt 
moratorium — foreign banks are con- 
vinced that even with successful re- 


excess cash in banks that needs funds 
on a short-term basis — has been call- 
ed into question again. 

.US financial officials are playing 
down the impact of the Citibank affair, 
pointing out that Citibank is consi- 
dered something of a maverick, and 
that “other banks are dealing with it 
on an ad-hoc basis," as one official told 
the REVIEW. Similarly, William Cline 
of the Washington-based Institute for 
International Economics told the 
REVIEW that the Citibank flap “has 
ruffled some feathers, but it's a tem- 
porary flap among banks. I don't think 
we'll see a major run on inter-bank de- 
posits,” 


Nene. some New York bank- 
ing sources told the REVIEW that 
the Philippine controversy has made 
the market nervous, and other New 
York financial sources say that several 
banks are reviewing their policies 
on inter-bank deposits, and may in 
future be more reticent about placing 
money in offshore banking havens 
such as Panama, Bahrain, the Cayman 
Islands and Hongkong. The Mexican 
crisis led to banks withdrawing inter- 
bank deposits from countries in which 
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scheduling before the year end, there is 
no assurance that reduced foreign-ex- 
change inflows will not result in future 
reschedulings their work will 
mainly be administrative in nature. 
"We won't need a lot of people to do 
that," one OBU representative said, 
when asked whether local OBUS' staffs 
may have to be reduced. He also indi- 
cated that, with a much-reduced vol- 
ume of business, some of the local 
OBUS may just decide to pack up and 
operate instead from other financial 
centres where they enjoy higher mar- 
gins and bigger business volume. 


ne outstanding problem that 
O needs to be settled speedily is the 
interest payments due from 
Philippine borrowers. Interest pay- 
ments are not included in the mora- 
torium but no payments have been 
made since January while the Central 
Bank of the Philippines was preparing 
a foreign-exchange allocation prog- 
ramme. US banks, in particular, are 
frantic because US Federal Reserve 
Board regulations require them to 
make a decision on non-performing 
debts where interest is not paid for 
more than 90 days. If no further pay- 
ments are made by 31 March, the end of 
the 90-day limit, some US banks may 
be forced to declare certain debts in 
default. 
In fact most of the loan agreements 
with Philippine borrowers contain 
provisions specifying how long a bank 
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similar risks might be expected. 

New York banking sources also say 
that several US banks are reluctant to 
participate in the anticipated US$6.4 
billion rescheduling package for the 
Philippines expected to follow an In- 
ternational Monetary Fund standby 
package of 645 million special drawing 
rights, or SDRs (US$688 million) until 
the frozen funds are freed. Philippine 
Prime Minister and Finance Minister 
Cesar Virata and Central Bank of the 
Philippines governor Jose Fernandez 
visited New York and Washington on 
6-9 March, seeking to calm bankers' 
fears and finalise forthcoming IMF as 
well as World Bank loans. 

US financial officials told the 
REVIEW that the Citibank-Philippines 
affair is likely to accelerate the trend 
away from high-risk areas in the inter- 
national-banking community. It 
underscores, too, the tightening of 
liquidity for Third World debtors in 
general, and for the Philippines — with 
a US$25 billion foreign debt — in par- 
ticular. The federal court decision, ex- 
pected later this year, may alter the in- 
formal set of rules of intra-bank opera- 
tions as well as the inter-bank deposit 
market. 













been‘ waiving this ; 






ey will’ always be ores, E 
inker commented. | 
The OBUs in Manila are vi iewing 
th extreme interest the inability of 
tibank to pay maturing obligations 
certain foreign banks, amounting to 
ore than US$550 million. Citibank is 
e of the four foreign-bank branches 
ithe country (the other three are 
ose of the Hongkong and Shanghai 
inking Corp., Bank of America and 
jartered Bank). Citibank has pointed 
a freeze imposed by the central bank 
| foreign-currency deposits as the 
use of its refusalto repay placements 
her foreign institutions. Citibank 
ID Heo, ee Welle, ati it thad 





ach an Buen ualify as the locking- 
f ids | in the Philippines. 





1S sudden surge to Y221:US$1 
March, its strongest perfor- 
n | January 1982, i ibas 





et und well eue 
scal year which begins on 1 April. 
her was the growing conviction 
t dollar, and by mn 





in pr Z230- 240 
l «below. what most 
ught should be its trad- 
But massive outflows of Ja- 
al to more lucrative US fi- 
aments kept yen demand 

y weak against the dollar. Be- 
raders, exporters and im- 
understood the reasons for the 
value, they recognised that its 
parative weakness would not per- 
|. It is likely that major Japanese 
'porations and banks. have pegged 
XE mr to an. emal ex- 













D E" It ei will el 
irs. of raw. materials and natural 


in is stronger. Japan' S 10 largest trad- 
ig houses, which handle more than 
al the country’ S R trade, will 
i d by. bis eur- 


particular de- | 
It-clause. “But that’s not to say that 
y one 

















































Metensis ttti ie Pear erre m m tat à S P rr a TIT T T ta a AE I am iA Mert Rt NE POE EELEE E ^ OUR ERE 






New Zealand fiivancial institutions face yet more pressure - 


By Colin James in Wellingt on | 
Bs and financial institutions, al- 


ready regulated in theirlending for | 


housing and other property, have come 
under additional pressure from the 


New Zealand Government to hold 


down both the amount of their lending 


on loans. Prime Minister and Finance 


Minister Sir Robert Muldoon is deter- 
mined to deliver lów inflation and low 1 
interest rates by thetime of the general 


election, due in November, despite a 
high budget deficit. 


Frustrated by the refusal of lending 


institutions to bring interest rates 
down much below the mid-teens, Mul- 


doon in November. 1983 limited all 


property-mortgage interest rates to 





rency fluctuation or will benefit from 
it, depending on their export/import 
ratio, how their own foreign-exchange 
traders hedged their exposure and 
other factors. 

Inward and outward trade will con- 
tinue to propel inflation-adjusted 
gross national product growth next 
fiseal year close to the government's 
projection of 4.7%. Most private re- 
search institutes forecast even higher 
growth which, if reached, would be the 
highest in four years. But official esti- 
mates also conclude that domestic de- 


mand will account for the bulk of next | 


fiscal year’s growth, accounting for 
3.6% of the increase. Exports, which 
fuelled as much as three-quarters of 
Japan's GNP. advance in the past four 
fiscal years, will boost performance 
only by 0.5%, the government said. 
That ratio for domestic demand 
seems hard to achieve. Household 


spending has not recovered as fast as 


other sectors of the economy, despite 
consistently steady consumer and 
wholesale prices. Consumer prices, for 
instance, have stayed below 2?5 (year- 
on-year) increases so far this year, 
while wholesale prices even have de- 
clined from year-earlier levels. A 
much-bruited tax cut passed by the 
ruling Liberal Democratic Party às an 
election ploy will not add enough dis- 
posable income to Japanese families to 
send them on a buying binge. 

Another reason the growth ratio ap- 


pears unrealistic is that global demand 
E for J Japan 's industrial products will pe-.].^ 


| mortgages in the posi ‘ion, effec 


to limit lending and interest rates ahead of an election . 


11% in the case of first mortgages and 
to 14% for second and subsequent 
mortgages. 

The effect has been confusing. Lend- 
ers had gradually been bringing down 


mortgage rates, both on new lending 
and borrowing and their interest rates | 


and for existing mortgages. Since the 


introduction of the regulations, down- - 
. ward revision of existing mortgage 


rates has slowed or in some cases stop- 
ped, leaving ` holders of existi 
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| for. building societies and insurance 
companies. Building societies on-lend 
money deposited by members and, ac- 





cording to the president of the New 








main er for the foreseeable future. 
The pace of export growth may recede 
from its almost hectic rate in the first 
three quarters of 1983. But exports 
“will continue to provide the stimulus: 
for growth in coming quarters,” said a 
report by Jardine Fleming (Securities). 
Most private-sector estimates see ex- 
ports rising at a double-digit pace over 
year-earlier totals, led mainly by the 
US recovery but also spurred by de- 
mand in Southeast Asia. | 
Not much, if any, stimulus can beex- 
pected from fiscal measures. The draft 
Bidet submitted by the Finance 
Ministry and being debated in March 
in parliament, stresses spending cut- 
backs in most areas, with total outlays 
scheduled to rise only 0.5%. Some 
politicians, notably Toshio Komoto, an 






aspirant for the premiership and head 


of the Economic Planning Agency, 
favour a Keynesian approach to inject 
government money into the economy. 
However, most businessmen oppose 
that tack. “Te the yen stays fixed at a 
high rate, [Japanese] interest rates will 
decrease and the domestic economy 
will. be stimulated by those lower 
rates," said Norishige Hasegawa, 
chairman of SUDO Chemical anda 
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nge’s first. . section will be 41% 
ghe? i in this fiscal year than last, and 
that next fiscal year's earnings will in- 
'rease by 17.6% to record levels. | 
One potential drag on economic per- 
-. formance often cited by the Japanese 
* themselves is protectionism in over- 
-. seas markets. While the problem can- - 
“not be completely discounted, its im- 
pact is exaggerated. The Ministry 
of International Trade and Industry 
reckons 30-40% of Japanese industrial 
products already are limited by vari- 
ous legal and. extra-legal restrictions | 
verseas customers. Barring a near- 
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A developing protest 


Asean asks why the Japanese bow only to pressure 
from the US and Europe for more open markets 


By Mike Tharp in Tokyo 


Ov the past two years, Japan has 
assembled a series of tariff and 
duty cuts, expanded quotas and re- 
laxed certain certification require- 
ments and standards, all in a bid to 
ease trade friction with its major trad- 
ing partners — the United States and 
the European Economic Community. 
The provisions in these packages 
covered industrial and other products 
made by American and European com- 
panies, with little attention paid to 
areas in which Asian producers might 
be competitive. But now attention is 
beginning to focus on the dissatisfac- 
tion felt, particularly by members of 
Asean, at this unequal state of affairs. 

“Previous market-opening measures 
mostly benefited the US and the EEC, 
which are always pressuring J apan,” 


according to Janus Pitoy, director of 


trade and investment at the Asean 
Centre in Tokyo. “Asean governments 
are not- pressuring — we are mostly 
waiting.” An official of the regional 
policy division of Japan’s Foreign 


-Affairs Ministry conceded: “I don’t 


dare say we have been totally fair [in 
our treatment of Asean countries], but 
we have been trying hard to open our 
market, not only to the US and Europe, 
but to Asian countries.” 

Trading patterns between Asean and 
Japan have remained fairly stable for 
years. Asean exports to Japan account 
for some 14-15% of total Japanese im- 


. ports each year, while 10% of total Ja- 


panese exports are shipped to the five 
original member-nations of the or- 
ganisation. (The ratio does not include 
Brunei, the newest Asean member.) 
Asean relies even more heavily on its 
highly industrialised northern neigh- 
bour — more than 40% of all Asean ex- 


ports flow into Japanese ports, and 


30% of all Asean imports, mainly in- 
dustrial goods, come from Japan. 

Asean consistently has run a trade 
surplus with Japan, owing mainly to 
the export of mineral fuels from In- 
donesia and Malaysia, which have 
totalled 62-70% of total exports since 
1980. But this surplus shrunk to 
US$2.3 billion last year from US$5.8 
billion in 1981. Total two-way trade 
also dipped during the period of global 
recession to US$32.4 billion in 1983 
from US$36.1 billion in 1981. 

After mineral fuels, Asean's major 
exports to Japan have been agricul- 
tural products and natural resources. 
A paltry 6.2% of total exports are in- 
dustrial products (compared to global 
manufactured-goods imports of 23% 
among Japan's total imports). Asean 
producers do not seem to be chafing 
under this trade composition, but they 
would like to increase their penetra- 
tion of the Japanese market across the 
board. To help meet those hopes, Ja- 
panese officials and business leaders 
have toured the region, offering a vari- 
ety of trade and investment incentives. 


pi» Minister Yasuhiro Nakasone 
was the latest Japanese leader to 
trek through Southeast Asia — follow- 
ing Kakuei Tanaka in 1972, Takeo 
Fukuda in 1977 and Zenko Suzuki in 
1981. Nakasone's 1983 trip sought to 
consolidate earlier pledges made by his 
predecessors for trade and aid to 
Asean, but he also made promises of 
his own, especially on tariff cuts for 
Asean exports to Japan. 

In January, the Japanese Tariff 
Council — a panel of government ad- 
visers — recommended tariff cuts on 
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47 items and urged the Finance Minis- 
try to implement an average 5% tariff 
reduction on 1,280 products a year 
ahead of schedule. The council's re- 
commendations also supported a 55% 
increase in the ceiling on imports from 
developing countries that are subject 
to preferential duties under the 
Generalised System of Preference 
(GSP). That system encourages im- 
ports from developing nations to ad- 
vanced countries, which grant lower 
tariffs on certain of their industrial 
and agricultural products. Some 122 
countries are covered under the GSP, 
and all Asean members are classified 
as beneficiaries of Japan’s preference. 

The Tariff Council’s recommenda- 
tions have yet to be formalised into 
government policy, but they represent 
the shape of things to come after the 
beginning of the new fiscal year on 1 
April. Asean officials believe there will 
be three major changes in the GSP 
programme: 

» An increase in the total ceiling of 
imports by 50%. 
» Enlargement of the beneficiaries o 
the system by limiting one country's 
maximum quantity of exports to Japan 
to a third of the total from a half. 
> A cut in the preferential tariffs on 
commodities from the poorest de- 
veloping countries, such as 
Bangladesh. 
. Improvements in the system could 
head off mounting criticism from some 
Asean members. In a January report, 
Malaysia's Trade and Industry Minis- 
try called Nakasone's tariff-cut' pro- 
mises rhetoric and repeated the view 
that Tokyo heeded developed nations' 
demands much more than those of 
Asian exporters. Last month, the 
Tokyo-based ambassadors of the origi- 
nal five Asean members met Japanese 
Minister of International Trade and 
Industry Hikosahuro Okonogi. They 
asked him to include Asean concerns in 
his ministry's efforts to liberalise the . 
Japanese consumer and industrial 
markets. 

A growing worry among Southeast 
Asian producers is what they term 
"GSP erosion." As the Japanese Gov- 
ernment lowers many of its tariffs and 
duties, the difference between the new 
rates and the GSP rates is lessened. 
Comparatively, developing countries 
then benefit less from the GSP pro- 
gramme. The erosion occurs in all ad- 
vanced nations which lower their 
tariffs according to various most- 
favoured-nation clauses or the cuts 
agreed on at the Tokyo round of the 
multilateral trade negotiations. 

On agricultural commodities, for 
example, the difference between most- 
favoured-nation and GSP rates has be- 
come markedly smaller — to 2% from 
5% on macadamia nuts, to 2% from 4% 
on mixed fruits and to 296 from 396 on 
mangoes. GSP preferential rates thus 
become less preferential. However, the 
US, Japan and the EEC so far have re- 
fused to recognise the problem of GSP 
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rseas manufacturers in Malaysia, 
onesia and Singapore the right to 
ix certain certification marks on 
exports to Japan. These marks 
e the entry of foreign products to 
jan and make them more market- 
e after arrival. 

f the Tariff Council's proposals are 
ried through, duties from 1 April on 
neless chicken will drop to 18% 
m 20%; on palm oil to 3% from 476; 
bananas to 17.5% from 25% in 
l-September, and to 35% from 
therest of the year, and on woven- 
e fabrics to zero from 8%. These 
ms are of interest to Thailand, In- 
1esia and Malaysia, the Philippines 
] Bangladesh, respectively. 

The Japan External Trade Organi- 
ion (Jetro), a quasi-government 
dy, last year sent engineers and 
hnicians, free of charge, to Thailand 
p develop its rubber industry and 
Philippines to aid small textiles 
facturers. 

"They [Asean members] know very 
1i about J apan s trade imbalances,” 
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By Robert Manning in Washington | 


he latest push in continuing efforts 

to lift the United States' ban on 
Alaskan oil exports to Japan has ended 
inconclusively in the US Congress; 
and, with at best lukewarm support 
from the administration of President 
Ronald Reagan, oil appears the least 
likely area of US-Japan energy coope- 
ration to be realised in the near future. 

Under US law, the export of Alaskan 
oil is prohibited. But the Reagan ad- 
ministration, as part of its efforts to 
bolster the US-Japan Pacific basin 
partnership (and cut the US$22 bil- 
lion-a-year trade deficit with Japan) 
has publicly supported lifting the ban 
and pursued the issue through the US- 
Japan bilateral energy working group. 
In a press conference in February, 
Reagan underscored the issue by re- 
sponding when asked if he favoured 
exporting Alaskan oil to Japan: “I 
share the view that it would be an asset 
tothe US." 

Sen. Frank Murkowski of Alaska has 
spearheaded a drive to overcome the 
intense lobbying of the US maritime 
industry and unions and lift the ban, 
by attaching an amendment to the US 
Export Administration Act now work- 
ing its way through congress. Although 
Murkowski'ss amendment stipulated 
that all Alaskan crude be shipped in 
US-flag vessels, and that exports be li- 
mited to 200,000 barrels a day (b/d) — 
a fraction of Alaska's 1.7 million b/d 
production — opposition was so strong 
in the senate that he withdrew the 
amendment. 

Instead, Murkowski succeeded in 
getting the senate to approve a far 
more tentative amendment which 
merely calls fór the president to ap- 
point a seven-member study group to 
look into the issue of US oil exports 
and report back to both the White 
House and congress by March 1985. 
Congressional sources told the 
REVIEW that despite its verbal support 
for lifting the ban on oil exports, the 
Reagan administration made little ef- 
fort to counter the intense lobbying of 
the maritime interests. At his press 
conference, Reagan conceded that 
"there are still problems" with lifting 
the ban and that "consideration of the 
maritime force has to be one of them." 
US officials told the REVIEW that the 
administration — particularly in an 
election year — has refused to spend 
the political capital needed to confront 
the maritime lobby. 


The small amounts 3 being discussed. 
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Prospects for a breakthrough on proposed Sales of Alaskan oil | 
to Japan remain dim, though coal exports look probable 






would not significantly alter Jape 
energy- -security situation. Rather,. 


oil issue is regarded on both sides of he 
Pacific as more a symbolie beginning 


in energy cooperation. Even so, US of- 
ficials say, Tokyo, given an oil- 
import market that shrank 3.276: in 
1983, is reluctant to take more than 
perhaps 50,000 b/d — when it. becomes 
commer cially feasible. j 

Japan has objected to the requite- 

ment that oil be shipped in US bottoms 
as protectionist and sought open-mar- 
ket bidding. According to Japanese 


sources, a compromise that would: per- į 


mit other shippers to bid on new oil in 
Alaska has been discussed in. the 
energy working group. But the pro- 
posed amendment by Murkowski, 
which was tabled by the senate, had 
called for even new oil to be shipped 
only in US bottoms, an attempt to mol- 
lify the maritime lobby. Shipping costs 
for delivering Alaskan oil to the Gulf of 
Mexico and the East Coast are more 
than US$4 a barrel, while it could be 
shipped to Japan or other Asian coun- 
tries for US$1 a barrel in US bottoms, 
and for 50 US cents in foreign tankers. 


he US-Japan energy working group 
released a report shortly before 
Reagan visited Tokyo in November 
1983 endorsing the export of Alaskan 
crude to Japan; a joint policy state- 
ment on energy cooperation signed by 
Reagan and Japanese Prime Minister 
Yasuhiro Nakasone also endorsed the 
idea. But maritime opposition and.a. 
neutral stance on the part of US 
companies has kept the oil issue 
realm of the academic so far. 
There have been some developments 
on the possible export of US coal to 
Japan, however. Japan will send a 
trade delegation to the US in May to 
further examine the. prospects of coal 
imports and Tokyo is also setting up a 
committee of utility-company repre- 
sentatives to study switching Japan's 
power plants from oil to eoal usage in 
order to increase demand for US coal. 
US trade officials told the REVIEW coal 
is now considered the most likely area 
of increased energy cooperation with 
Japan in the medium-term future. 
It is ironic. that at : time when the 
ation -is pushing 
range of trade issues 
aimed at reducing t e bilateral imba- 
ington's own federal laws 
! est impediment to 






























































































is as enjoyable as 





Whether you're on business or on 
holiday, being in London is always a 
pleasure. And with British Caledonian, 
your enjoyment starts as soon as you get 
on the plane. 

Our reputation for service and 
hospitality ts the envy of other airlines 

Reclining in your comfortable seat, 
looked after by our fnendly stewardesses 
you'll be in London before you know it 

(As we say in England, time flies 
when you're having fun. ) 

No other city on earth has so much 
to offer the visitor | 

Buckingham Palace, the Houses of 


With British Caledonian, etti 


Parliament, Westminster Abbey and 
St Pauls Cathedral are among the historical 
and archatectural wonders of the workd | 

For the culturally-manded, there are | 
great museums and art galleries | 

And Londons theatres ae without | 
doubt the finest m the workl | 

You can dime im hase- | 
restaurants or enjoy a simple meal in a | 
London pul. | 

Shop in internationally-renowned | 
stores or browse around one of Londons | 
many street markets. 

Bus why mot go further afield? Bath, 
Sorattond-upom-Awom, Cambridec and 
Windsor are alll within casy reach 

And if you take a Peiish 
Caledomtan Prezkaway holiday, you can 

1 have 2 maphits am the bored of yoan choc 

E saeihtsceung sours and car banc alll at special 

For fuii dictzadis of Dres € ablecioanaass 
services to Lomdiom, and our Became | 
holidays, contact your local tisse aene or. | 
Pris. Calodomiam office 

lf yow dl kke more miornmanon show 
planes to visit im and zmowand! Lomdom, the | 
Pritish borst Anthority willl be pleased | 
ho oblige 
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Please send me a copy of your 





Benny Goodman really packed the Pavilion. 
Jack Dempsey was a knock-out in the Walnut Room. 
Ernest Hemingway got a great reception in the Lobby Lounge. 


And tonight, you could be appearing in the spectacular Maynila. 


For over 70 years, a 
veritable Who's Who of 
famous names have been ap- 
pearing at The Manila Hotel. 

On stage. And in our 
guest book register. 

Today, when heads of 
state, heads of corporations, 
royalty and Hollywood stars 
check in and ask for the best 
room in the house, we give 
them all the same one. 

Our spectacular 
Maynila. A theatre of the 
senses. 

Turn-of-the-century 


ambiance, elegant yet 


spirited. Classic Filipino style. 
World-class fashionshowings. 


A world of Philippine tastes 
that challenge the great 
cuisines of Europe. And 
musical fare as irresistibly 
varied as the menu: world- 
famous Bayanihan dance 
extravaganzas and strolling 
Filipino folk minstrels — all in 
a multi-tiered dining and 
entertainment forum of exotic 
Philippine flowers, fine 


European wines, cut crystal, 
deep carpets, soft chandelier 
glow and the distinctive 
Philippine blend of impec- 
cable yet warmly gracious 
attention. 

Maynila is a once-in-a- 
lifetime experience once a 
night. 

This is the kind of setting 
usually reserved just for 
V. I.P.s and world celebrities 
at other hotels. 

At The Manila Hotel's 
Maynilà, it's reserved 
just for you. 





There are perhaps a dozen incredible 
places you must see in the Orient. 
One of them is a hotel. 


FOR RESERVATIONS: 


Manila: Tel. 47-00-11 Cable: 
MANILHOTEL Telex: ITT 40537 
MHotel PM ETPI 63496 MHotel PN 
RCA 22479 MHC PN 


CARDINAL BOOKING SERVICE 
Hong Kong Tel. 5-246178-9; 
Singapore Tel. 7340323; 

Taipei Tel. 231-3500 


Philippines 


PRESTIGIOUS HOTELS OF ASIA 
PHA Hong Kong Office 

Tel. 5-535067; 5-435089 

THE DYNASTY HOTEL; Singapore 
Tel. 2354188: THE DUSIT THANI 
HOTEL; Bangkok Tel. 233-1130: 
THE RITZ; Taipei Tel. 02-597-1234; 
HOTEL LOTTE; Seoul Tel. 778-4213; 





ROBERT F. WARNER INC. 
Tokyo Tel. 814-9271; 

UTELL INTERNATIONAL LTD 
KLM GOLDEN TULIP 
WORLDWIDE HOTELS SYSTEM 
PAL DISTRICT 
SALES/RESERVATIONS OFFICES 
WORLDWIDE 


The Manila Hotel is a member of 


PRESTIGIOUS HOTELS OF ASIA 





WWF /Kojo Tanaka/BCL 


‘Lhe 
Giant Panda 


needs your help 
tO survive 


G every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 


Please send contributions to the WWE 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 








| : £ million - 
Turnover | 282.0 












Operating Profit/(Loss) | 248. 5. oo 
Interest (3.0) . 
Profit/(Loss) before Taxation and Extraordinary Items 20.9 
Extraordinary Items (4.2) 






























Profit/(Loss) Attributable to Ordinary Shareholders | 13.1 
"Earnings/(Loss) Per Share 11.8p > 
Dividend Per Share | | = 2.0p. 


: Highlights of the year 
Group Reste cadi has L] Operating Profit increased to 8.7% of Sales. | 
| produced strong profit every: L Pretax Profit of £ 20:9m compared with loss of £ 17 Aim in 1982. 
^ Ux [] Earnings improvement by £ 36.4m to £17,4m. 


[] Head Office and Tax residence successfully moved to Hong Kong. Dividends from 
Overseas subsidiaries to parent company no longer taxable, 


| Audio losses drastically reduced and profits projected for 1984. 
_] UK/Europe group achieved operating profits. 
L] 40 companies, worldwide, identified for sale, closure or liquidation, Extraordinary. _ 
write-offs relating to actual or planned closures mark the end of the major rat ionalis- 
" A ation programme, 
Electronic Sales up 40% and | [3 Astec and Capetronic maintained strong growth in turnover and profits. 
Total Group Sales up 21%: [J Swan Housewares achieved increased market share and sales although margins 
ps remained low. 








Li BSR (Japan) expanded marketing activities and was highly süéoseful. in both 
Japanese domestic and worldwide U.S. military markets. TM 
: E t1 X-10 marketing strategy changed and inventories reduced to more acceptable levels, 
05. . Group Debt Profile transformed: O Successful Rights Issue and placement of new shares in April raised € 24. 2m. 
2 oam [1 Net short-term debt reduced from £ 42.0m to £ 4.1m. 

[] Operating Profit interest cover raised to 6.9 times, 
L1 Sale of BVC Ltd's business and assets will further improve liqu idity in. 1984, 
LI Shareholders’ Funds increased from E 26.7m to £ 61.1m. | 

| | (2: Gearing reduced from 178% to 41% and further improvement planned. 

Comin expansion into. high. Li Group acquired worldwide rights to manufacture and market Entrepo Microdrive 


technology electronic . -Stringy Floppy“) hardware for low cost, high performance memory applications. 
components and computer: ‘Production of electronic. fluorescent lighting ballast commenced. 


,, Peripherals: Capital Expenditure in 1983 totalled £ 14.2m to improve and automate 
“manufacturing facilities. 
. Other new products include :- 

— Silicon chip integrated switching power supplies. 

< Colour monitors 

— “Touch Pad” computer controllers 

- Micro-crystal: controlled modulators 

— RF tuners for broadcast and cable television 

— Dimmable electronic fluorescent lighting ballasts. | 
[j The Directors recommend a final dividend of 1.5p bringing the total I for the year to 
l ME 2.0p (1982 ni). 
| ‘Sales growth nd profits forecast G Principal: electronic subsidiaries, Astec and Capetronic, expecting buovant trading 
in 1984: ^ * conditions and further growth in sales and D 
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BSR INTERNATIONAL PLC 


Incorporated in England with Limited Liability 
Head Office: 1015 Ocean Centre, Kowloon, Hong Kong. 
D Registered Office: High Street, Wollaston, Stourbridge, West Midlands DYS 4PG, England. 
To obtain copies of the full "1983 Annual Report", write to The Company Secretary at the Registered Office, — 





THE AIST INTERNATIONAL BUSINESS NETWORK: 


ITM | ESUSIN--T E OE 
A SOUND BUSINESS DECISION. 
























Talking business with the AT&T's international audio frequently. A network that takes 
US. on the AI&T Network saves — teleconferencing service is cost you everywhere in the US. 
alot of money effective, too. And operators to arrange 
Arst, it's the fastest way. AT&’s operators can put teleconferencing. 
Anything that saves time is you in touch with as many as 60 More costeffective services 
like money in the bank. locations in the US. at one time. for your business from the AT&T 
Next, the AT&T Network goes Which means you can get Intemational Business Network. " 
PARIS CHICAGO International service to and from continental U* 





to every phone in the US, everyone you do business with 
no matter how remote the area. coast to coast together more 
And offers operators, should cm 
you need help. : 
Then there's the fact that 
nothing gets attention like an 
international call. 
And when you get atten- 
tion, you get results..fast. 
Calling adds a personal 
touch. An informal conversation 1 
lets you exchange ideas, E 
persuade and convince. EN 
Get a quick decision. lia P a 
Just the tone of a voice | dE dE a 


kkn ` " 















Can set you on the right track. 

You can clear up misunder- 
standings. And you can nego- 
tiate and close a deal before you 
say goodbye. 


E. ©atar 1984 
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ECONOMIES 


The big bounce back 


SS OS 


Textiles mill: a happier new year. 





—. Taiwan moves from a brisk recovery straight into a renewed 
* boom, thanks largely to buoyant export demand 


By Andrew Tanzer in Taipei 


unar New Year in mid-February 

1983 was a gloomy time for 
hundreds of Taiwan's textiles mills. 
Factory managers sent workers home 
for an unwelcome extended vacation. 
Instead of the usual week-long holi- 
day, workers were given a month off, 
as plants were shut down for lack of 
orders. 

By Lunar New Year in February 
1984, the situation had been reversed. 
Managers kept mills open through the 
holiday season to work off big 
backlogs of orders, paying workers 
overtime to forgo their vacations. In 
January, exports of textiles surged 
47.8% over the same month in 1983. A 

survey by the Directorate-General of 
Budget, Accounting and Statistics 

(DGBAS) forecasts that capital invest- 
ment in the industry will jump 62% 
this year. 

The story is similar in other indus- 
tries. Many observers think the Taiwan 
economy, following a year of strong re- 
covery, is entering a boom. DGBAS 
predicts that real economic growth in 
the first quarter of this year will be 
11.74% over the corresponding period 
in 1983, and growth in the second 
quarter 9.8%. The government's target 
for the year of 7.5% looks unduly con- 
servative, with at least 8-9% appear- 
ing more realistic. 

The island's economic planners find 
the sharp turnaround particularly 
heartening for several reasons. Unlike 
the recovery following the first oil 
erisis in 1973-74, when the central gov- 
ernment invested massively in 10 large 
infrastructural projects, this one has 
come on the back of mounting exports. 
Shipments rose 13.1% in 1983 to 
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US$25.1 billion; the target for 1984 is 
US$29.4 billion, up 17.7%. 

The central bank has kept the value 
of the NT dollar closely tied to the 
strong US dollar, forcing manufactur- 
ers to maintain their competitiveness 
by raising productivity while the NT 
dollar was mostly riding high along 
with the United States currency. Fac- 
tories responded: in 1983, according to 
government figures, labour product- 
ivity in manufacturing jumped 13.4%, 
the highest rise for 20 years. Wages in- 
creased 6.9%, so industry benefited 
from declining unit labour costs 
(Taiwan's unemployment rate, which 
peaked at 3.5% in early 1983, fell to 
2.3% by the end of the year.) Some pro- 
ductivity gains are to be expected in 
the first stage of economic recovery — 
plant utilisation-rates rise and the bet- 
ter workers are hired back first — but 
economists attribute part of the rise to 
automation and greater efficiency. 

Most importantly, there are signs 
that the national mission — seen as 
necessary and inevitable — of restruc- 
turing the economy is proceeding 
reasonably smoothly. From a base in 
labour-intensive industries, indus- 
trialists are being coaxed to move into 
technology-intensive and higher 
value-added products. The drive is 
two-pronged: traditional industries 
such as textiles, footwear and sporting 
goods are moving upmarket, while new 
ones, such as computers and telecom- 
munications, are being pioneered. 

There is a link between the two. En- 
trepreneurs in conventional industries 
are diversifying rapidly into the new 
fields. Formosa Plastics, for example, 
recently signed a contract with Hew- 





| lett-Packar 


— 4, - = 






xard to acquire the technology 
for multi-layered printed circuit- 
boards. President Enterprises, the is- 
land’s biggest food company, has 
moved into computers and semicon- 
ductors. And Chia Hsin Cement and 
Lian Hwa, a chemicals firm, have 
joined together in a computer- 
software venture and a microcomput- 
ers and peripheral-equipment factory. 

Some analysts put great store by the 
fact that exports of electronics and 
electrical products, which soared 24% 
in 1983 to US$4.85 billion, surpassed 
textiles/garments for the first time in 
the island’s history. Indeed, the growth 
in shipments of high-technology pro- 
ducts was nothing short of spectacu- 
lar: computer peripherals rose 623% to 
US$151 million, computer parts 45% 
to US$160. million, microcomputers 
161% to US$38 million, minicomput- 
ers 99% to US$31 million and tele- 
phone sets 204% to US$247 million. 
Exports from the Hsinchu Science- 
based Industrial Park (which aspires 
to be a Silicon Valley of Asia) quad- 
rupled to US$100 million and are ex- 
pected to reach US$250-300 million in 
1984. 

The government is steering Taiwan’s 
dynamic entrepreneurs into the 
targeted "strategic" industries (elec- 
tronics, telecommunications, machin- 
ery and automotive) by providing in- 
centives including tax holidays and 
subsidised term loans. The state-run 
Electronics Research Service Organi- 
sation (Erso) recently developed a 16- 
bit IBM PC-compatible microcompu- 
ter and transferred the technology to a 
handful of local electronics outfits. 
Erso is. spending NT$2.2 billion 
(US$55 million) over five years to de- 
velop very large-scale integrated-cir- 
cuit technology. According to the 
American Institute in Taiwan, the US' 
non-official representation here, 
Taipei has allocated US$375 million in 
the current fiscal-year budget to sub- 
sidise new-product research and deve- 
lopment, with the bulk going to state- 
run research institutes, 





B: for years to come, traditional in- 
dustries will continue to support 
the economy, providing employment 
and contributing the lion's share of 
foreign-exchange earnings. Taiwan's 
conservative economic planners want 
a gradual and smooth upgrading of the 
industrial structure. 

"We should allow the market to ope- 
rate; the economy should adjust at the 
margins," said Sun Chen, vice-chair- 
man of the Council for Economic Plan- 
ning and Development. *The govern- 
ment shouldn't push too hard and 
shouldn't subsidise strategic indus- 
tries too much. This could lead to deve- 
lopment of the wrong sectors." Sun, a 
leading planner, takes pride in the fact 
the government did not go overboard 
bailing out ailing industries during the 
deep recession. 

Indeed, some of Taiwan's industries 
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mismanaged manufacturers (more 
than 15 major companies became in- 
solvent). Automated production lines 
and computers have been introduced 


-. 4n some plants to offset higher labour 


costs. The oil shocks have been ab- 


-Sorbed, with some factories installing 


more efficient boilers and furnaces. 
The government has shut down 
energy-guzzling state-run enterprises, 
such as aluminium and copper smelt- 


ers. Annual growth in energy con- 


sumption, which exceeded the rate of 
real economic expansion in 1960-80, 
has now fallen below gross national 
product growth. 

Rationalisation has given a new 
lease of life to textiles and footwear, 
which only a few years ago were being 
written off as “sunset” industries by 
many economists. Footwear exports 
shot up 23.2% in 1983 to US$1.9 bil- 
lion. The better factories in the two in- 
dustries are breaking out of the mould 
of exporting huge volumes of low-pro- 
fit items, which invites protectionism 


from abroad. 


Instead, textiles and garment mak- 
ers are paying more attention to qual- 
ity, design and fashion, adding value to 
their output. Major mills, including 


'Far Eastern Textile, Hualung, Chung 


Shing Textile and Taroko Textile, have 
invested heavily in more modern spin- 
ning and weaving machines. 

If the transition in the economy is 
proceeding smoothly, there are still 


— . obstacles ahead — some short term, 


others long term. These include trade 


P friction with the US, Taiwan's most 


important trading partner, an ineffi- 
cient financial system and weak corpo- 


— rate management. 


b. i 1983, Taiwan’s snowballing trade 









surplus with the US reached US$6.7 


billion, as the strong American eco- 
- nomic recovery sucked in imports, 


particularly of the types of consumer 
products which dominate the island's 
exports. Taiwan, which is now the US' 
sixth biggest trading partner, sent a re- 
cord 45% of its shipments to the Ame- 
rican market. The US accounted for 
57% of electronics exports, 63% of 
footwear, 53% of machinery and 40% 
of textiles. The gap looks like expand- 
ing further this year: in January, 
Taiwan recorded a US$740 million 


surplus with the US, which took 48% 


of the island’s exports. 

After some initial foot-dragging, the 
Taiwan Government is beginning to 
address the trade imbalance seriously. 
The cabinet recently formed a commit- 
tee under central bank governor Yu 
Kuo-hwa to study the problem. The in- 
itial bargaining position of some gov- 
ernment officials — that the gap could 
be narrowed if only the US would sell 
the island Alaskan oil and more 
weapons — was a non-starter which 
has given way to a more sensible look 
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have been lifted on more than 600 in- 
dustrial and agricultural products and 
some tariffs have been lowered. The 
harbour tax has been halved to 2% and 
the customs valuation uplift, currently 
10% over the cif price, will be phased 
out over the next two years. 

The trade imbalance has made the 
US more sensitive on the issue of 
trademark violations, in which Taiwan 
enjoys the dubious distinction of being 
a world leader. In the face of pressure 
from abroad and resistance from high- 
technology companies to investing on 
the island, Taipei has toughened anti- 
counterfeiting legislation, though en- 
forcement of the rules remains lax. 

Saudi Arabia, for example, recently 
banned imports of car parts (a 
US$300-million export industry in 
1983) from Taiwan, because of the 
dangers of fake parts, and the US and 
South Africa are rumoured to be 
weighing similar action. A statement 
on 29 February by President Chiang 


Chiang: crackdown order. 





Ching-kuo, Taiwan’s omnipotent 
leader, instructing government offi- 
cials to crack down on counterfeiting 
may rouse the reluctant law-enforce- 
ment establishment. 

One move which could help narrow 
the trade gap with the US and other 
trading partners would be a revalua- 
tion of the local currency. The value of 
the NT dollar has depreciated by 11% 
against the greenback over the past 30 
months. Manufacturers, riding the 
wave of an exports boom, oppose a re- 
valuation, but a number of economists 
say it is vital to the long-term health of 
the economy. 

They point to the island’s ballooning 
trade surplus (US$4.8 billion in 1983, 
projected by the government to reach 
US$5.2 billion this year) and moun- 
tainous foreign-exchange reserves 
(US$14 billion) as evidencethat the NT 
dollar is undervalued. “As long as you 
keep the NT dollar at 40 [to the US dol- 
lar], it will be hard to boost" com- 
mented W. Y. Wong, àn economist in 





Imports are cen a 

PEREI uS of the onos This is 
because Taiwan must import most of 
the capital equipment to make higher- 
quality and higher-technology pro- 
ducts. An undervalued currency, 
which makes imports overpriced, 
could retard the introduction of high 
technology and the transformation of 
the economy. An undervalued cur- 
rency stimulates exports in the short- 
term, but in the long run it could hurt 
export competitiveness by checking 
increases in automation and product- 
ivity. Nevertheless, the central bank is 
expected to keep the currency closely 
tied to the US dollar because Taiwan's 
fortunes are so bound to the US econ- 
omy. 

Many economists also say a 
thorough reform of the backward local 
financial system is crucial to a smooth 
upgrading of the industrial structure. 
Despite the country's remarkably high 
savings rate — gross national savings 
equal 30% of GNP — many of th 
medium and small enterprises whic 
dominate the economy are starved of 
funds and forced to borrow on the kerb 
market. This is due to the rigid and 
conservative lending policies of the 
banks, which resemble their bureauc- 
ratic owner — ti,e government. 


n fairness to the banks, their scope for 

liberalisation is limited unless the 
government sells them to private in- 
dustry or drives a wedge between state 
ownership and bank-management. 
Over-regulation, the bane of the sys- 
tem, prevents banks from becoming 
more responsive to the needs of indus- 
try. One senior executive of a large 
local bank, for instance, recounts how 
interference from the provincial as- 
sembly has delayed the planned com- 
puterisation of his bank. 

Although often criticised by foreign 
bankers and local businessmen for 
their tight-fisted lending policies i 
local banks have good reason to be 
cautious. Because of controlled in- 
terest rates and slipshod accounting 
and auditing standards in private in- 
dustry, they are loath to lend to any but 
the best customers. The numerous ac- 
counting scandals in 1982-83, which 
surfaced after corporate bankruptcies, 
showed how hard it is for lenders to 
quantify risk. And rigid interest rates 
(the differential between the floor and 
ceiling rates for short-term loans is 
now only 1.75 percentage points) pre- 
vent banks from reflecting risk. If the 
banks lend at all, loans — even for cap- 
ital investment projects — are likely to 
be short term. 

The consensus, spurred by some 
broad hints from the central bank, is 
that interest rates, currently at a his- 
toric low, will rise later this year. With 
the economy strengthening, the de- 
mand for working capital and invest- 
ment funds is picking up. Although 
prices are still flat, finance authorities 
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nce that t (subieet to audit) the profit of The Hongkong Bank Gr 


stoup for the year 
oh Was Md HK$2 492 million d 982 pete 357; ib 


o an ae 


rew s O ulcrir i in 1981. due i in part to the weakening of the. Hong Kong dollar. 
rder to main tai shareholders’ funds at an appropriate level to the assets of the Group 
2,000 million has been tranferred from inner reserves to the Reserve Fund. 


h e Directors propose the transfer of. a further HK$250 million from retained profits to the Reserve 
Fund ofi Hie Bank. 





































The Directors intend to recommend to shareholders at the Ordinary Yearly General Meeting to be 
ie on 8 Mey 1984 a bonus issue of shares be made i in the proportion of one new share for every | 








the Bank. If that reconanendatión is pi raved the Reserve Fund will be séstured by. a tra 
HKS), 430 ,000,000 from retained profits. 


Further economic recovery i in the major industrialised countries is expected during 1984 and with 
continued monetary restraint inflation should remain at modest levels. Hong Kong has seen a return 

of confidence following the linking of the Hong Kong note issue to the US dollar but further recov ery, 
: particularly in the property market, is dependent on a successful outcome to the talks between Great 
Britain and China regarding the future of Hong Kong. Despite this uncertainty and the problems facing 
the less developed countries, the Directors consider that profitability of the Group will continue at a 
satisfactory level and are confident of their ability to recommend at least the same quantum of dividend - 
as for 1983, that is HK$0.44 per share on the increased capital as proposed. 








ing of Register of Shareholders 

Register of Shareholders will be closed from 16 April until 8 May 1984 (both dates inclusive). 
order to qualify for the final dividend and bonus issue, all transfers (accompanied by the relevant 
s share certificates) must be lodged with the PERG not later than 4.00 pm on 13 April 1984. 


: y Order of the Board 


Hong Kong, 13 March 1984 
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ply surged 19% i in 1983. ) 
—. Low interest rates are also spawning 
| a black market: some blue-chip com- 
panies are said to be tapping the bank- 
ing system and on-lending credit at a 
substantial premium to suppliers and 
other small enterprises lacking access 
to the banks. =. 
. But perhaps the most vexing barrier 
. blocking the path to industrialisation 
.. is weak management, the Achilles heel 
.. of Taiwan's industry. As companies 
move from labour-intensive, mass-as- 
sembly operations into more advanced 
roducts and technology, management 
- becomes more important. Family-run 
enterprises need to pay more attention 
to marketing, financing, product- 
development and -engineering and 
worker-training. With one boss, usu- 
ally the founder, calling all the shots, 
companies are often ill-equipped to 
















said Chen Chi-chu, vice-president of 


the International Commercial Bank of 
China. “We de-emphasise teamwork.” 
In moving into high-technology indus- 
tries, there is a need for a broad-based, 
horizontal management structure, 
rather than the current vertical or- 
ganisation with power concentrated in 
the hands of the boss. Optimists say the 
second generation of managers (the 
sons and daughters of company found- 
ers) are better educated and more 
sophisticated than their parents, and 
will institute a more professional man- 
agement system. 

For now, it is the entrepreneurial 
spirit of businessmen which is energis- 
ing industries. Taiwan's US$50-billion 
economy, now the second biggest ex- 
porter in Asia, is back on the 1960s-70s 
track of explosive growth under — or 
perhaps because of — a highly conserva- 
tive economic and political regime. 


managed boom 


; The bulls are off and running on Taiwan’s stockmarket, 


with a little encouragement from the government 


dA n economic boom has touched off a 
— IMP sustained bull run on the Taiwan 
Stock Exchange (TSE). The weighted 
<- price index, which began 1983 at 
443.24, went up to a record high of 901 
on 25 February this year before slip- 
ping slightly after the illness of Prime 
Minister Sun Yun-suan. The 
Stockmarket's capitalisation has more 
than doubled during the period, from 
= NT$155 billion (US$3.88 billion) to 
- NT$330 billion. 
. Investors, confident of prosperous 
times ahead; have returned to the mar- 
-ket in droves. The government recently 
'ast double-digit economic growth 
the first half of 1984, compared to 
“growth of 7.3% in 1983. Exports, up 
» 31.7% in nominal terms in January- 
. February, are expected to remain brisk 
through the year; capital investment, 
sluggish last year, is picking up. 
Corporate earnings, hard hit during 
the recession of 1981-82, have im- 
^ proved dramatically. According to one 
-^ market analyst, the average earnings 
.. of the 80 listed companies with a mar- 
- ket capitalisation of more than 
.. NT$500 million soared 318% in 1983. 
“he analyst believes earnings will rise 
— another 305% this year. "The numbers 
.. are mind- -boggling, " he said. 
" Most industries have been buoyed by 
economie recovery, but cement and 
. plasties have fared best. The share 
. prices of the 12 listed firms in the two 
. industries doubled during 1983. Earn- 
— ings of cement companies, which bene- 
^ fited from a 28% surge in exports to 
< US$140 million, rose 10-fold. Plastics 
have been aided by stable raw- 
rices s and Strong exports of 




























International Invest- 


downstream products such as foot- 
wear and toys. 


Higher earnings imply higher di- | 


vidend payouts, which are of particu- 


lar interest now because dividends are | 


distributed once a year in the spring. 
Mark Mobius, director of the Taipei of- 
fice of stockbrokers Vickers da Costa, 
reckons the median yield based on cur- 
rent market prices and payouts is 
around 13%. Most companies pay out 
cash plus scrip or bonus issues. The 
median price/earnings ratio of leading 
stocks has fallen to an estimated 15.5, 
from 49:4 in 1982, and 20.5 in 1983, 
says Mobius, because of the sharp rise 
in earnings. 

One characteristic of the market 
rally has been the active participation 
of institutional investors, mostly in- 


vestment-trust and insurance com- | 


panies. These players have jumped on 
the stockmarket 
bandwagon because 
the property market, 
formerly the invest- 
ment of preference, is 
still flat; passbook 
savings rates, at a 
record low 4.75%, 
also make an un- 
attractive investment 
outlet. 

In the second half 
of 1983, institutional 
investors accounted 
for 35"6 of trading 
activity: (in value - 
terms), compared to 
just 10% in past 
years, according to 
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| heading up after consolidating arc 


| put 68%, or about US$28 million, € 







There is much suspicion of the ro 
institutional investors and how 
government weighs on them. . 
January, when the Securities and | 
change Commission (SEC) x 
brokers' commissions for stock tran 
actions from 0.15% to 0.230%, it H 
structed the 12 securities trade 
which include seven investment a 
trust firms, not to sell stocks befor 
Lunar New Year. 









































ome market analysts suspect 

for political reasons — the ri 
Kuomintang's central committee 
gress in mid-February at which 
president and vice-president 
nominated by the party — the 
ment promoted a strong ma 
asking institutional investors to b 
and not to sell, shares. Thev also 
that the government-guided Ic 
press all but ignored Wall | 
tumble in January-February. 
Taiwan's dependence on the Uni 
States economy — the US last : 
took 45% of the island's exports — 
TSE often takes its cue from the ! N 
York Stock Exchange. SEC chairma 
Pai Pei-ying denied that the goverr 
ment was manipulating the ma 
but said: “The 12 traders have an oł ! 
gation to adjust and stabilise the mar- 
ket." 

The launch of the Taiwan Fund on 2 
October last year, which remitted 
US$41 million into Taiwan, gave 
psychological boost to the TSE, the 
the fund represents only 6.005% o 
stockmarket's total capitali 
After lying low for more than a mon 
the fund began buying heavily in 
market in December when it beca 
clear the weighted price index w 


700 for several months. | 
As of the end of February, IIT b 
the US$41 million fund into the mat 
ket, with the balance invested ink d 








least 10% liauid) According to ak 










































































9 two categori ies of stocks. with 

-section issues having a higher 
um paid-up capital (NT$200 
lion) and à pre-determined ratio of 
ofits to capital. 
: From 27 Octobter 1983 to 25 Feb- 
uary, the net asset value of the fund 
» 10%, compared to a 26% rise in 
he TSE’s weighted price index during 
he same period, but Hall points out 
that the fund has lagged behind the 
market largely because the money is 
only gradually being put into stocks. 
Although there are no firm plans, IIT 
vould like to expand the Taiwan Fund 
erhaps to US$60 million, before the 
nd of 1984. 
The SEC would like to enlarge the 
arket, which has only 119 listings, 
before opening the door much wider to 
oreign investors. Many of the island's 
t companies have resisted listing on 
he exchange. Profitable firms do not 
to dilute profits among more 
a eholders or want them to partici- 
ite in company management. While 
her countries going public confers 
me status, in Taiwan the mentality is 
è opposite: if a company lists its 
hares, the public assumes something 
s wrong with it. 
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o encourage more firms to list, the 
SEC has proposed that thecurrent tax 
ncession, a 15% deduction for three 
ars, be made permanent. The SEC is 
so asking some state-run enterprises, 
stably Taiwan Power Co. (Taipower), 
© set an example for private industry 
floating shares on the exchange. A 
w small regional banks will also float 
res. 
According to Pai, Taipower has been 
asked to issue shares to the public be- 
use of the company's sheer size 
aid-up capital of NT$90 billion) and 
ecause the enterprise was once listed. 
he Ministry of Economic Affairs, 
hich oversees the state-run enter- 
se, must approve the move. Even if 
ly 10% of the company's stock is is- 
3; the blue chip could provide sta- 
for the market. Analysts say that 
wer, which has reacted posi- 
y to the proposal, is not interested 
ter access to foreign capital mar- 
it has already issued US dollar- 
nomin i ed. bonds and | floating rate 











r l private investors ind 
Taipower s Stock. 
- ANDRE Y 
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gems of hope 


he inroads into nature made by the 

demands of the industrial age have 
produced bizarre situations and prob- 
lems with regard to the ecology and en- 
vironment of both industrialised and 
developing nations. For example, i 
South America large tracts of precious 
Amazonian forest land are being 
cleared to rear cattle to provide cheap 
beef, largely for North American ham- 
burgers. 

The replacement of forests takes de- 
cades while the grazing land cannot be 
sustained for more than a few years, 
after which the land becomes barren 
and wasted. Meanwhile, the ecosystem 
linked to the forest has been destroyed. 

In Asia too, with the growing pres- 
sure of population on land, a steady de- 
terioration of the ecology and environ- 
ment is taking place, with verv far- 


reaching consequences. According to 


the United Nations Food and Agricul- 
ture Organisation (FAO), some 5 mil- 
lion ha. of forest are lost annually. 
Some 8 million ha. are burned and 
temporarily cultivated every year by 
approximately 200 million shifting 
cultivators, affecting about 300 mil- 
hon ha. 

Added to such pressure on the natu- 
ral environment have been the dis- 
torted priorities for national develop- 
ment in many countries. For instance, 
the construction of massive hy droelec- 
tric dams in the 1950s and 1960s led 
not only to the inundation of vast 
tracts of cultivable land but to the ac- 
companying destruction of centuries- 
old forests. This in turn led to massive 
soil erosion which has resulted today 
in many of the dams becoming choked 
with silt, rendering them useless. 

One serious consequence of forest 
destruction has been the diminution of 
plant genetic resources, or PGRs. 
While wild genetic resources have been 
destroyed, the productivity of modern 
agriculture has come to depend on a 
very narrow genetic base. Thus, ac- 
cording to the International Union for 
Conservation of Nature and Natural 
Resources, “every coffee tree in Brazil 
is descended from a single plant; the 
entire soyabean industry is derived 
from only six plants from one place in 
Asia; only four varieties of wheat pro- 
duce 75% of the crop in Canada, and 
one variety produces more than half; 
almost three-quarters of the United 
States potato crop is dependent on four 
varieties.” 

The union goes on: “The desirable 
qualities such as-high yields or resist- 
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and herbicidi 


into these plant varieties are not per- | 
manent. The average lifetime of cereal 
varieties in Europe and North America 
is five to 15 years and new varieties 
must be constantly developed by cross- 
breeding, often with wild relatives of 
domestic plants. It is precisely these 
varieties which are threatened with 
extinction by. the growing pressure on 
the earth's wild places." 

However, strange as itm 
future of PGRs and ultimately 
ture of mankind's ab lity to prow: 
grains, cereals and vegetables for its 
survival is not only linked to the abilit 
of mankind to prevent the extinction c 
existing wild varieties but also to so 
ciety's ability to control and supervise 
the intrusion of big Corporate interests 
into the whole area of seeds and seed 
technology. 

Today seed business is big Business, 
In the rich industrialised countries of 
the North, the seed industry attracts an 
investment of ay more than. US$50 

















Lawrence Surendra i: is a a chemical € en- 
gineer specialising in development 
economics. Currently he heads a re- 
gional research cooperation pro- 
gramme. The views expressed here are 
his own and are not Te ose 
of his organisation e 





billion and the commercial seed mar- 
ket of US$13 billion is mostly in pri- 
vate hands. The coming on to the scene 






of what is known as agribusiness coin 
cided with the development of high- 
yielding varieties (HYVs) and the much 
acclaimed Green Revolution in de- 
veloping COUBIEIES. 


"he arrival of- HYVs in developing 

countries induced in policymakers 
and implementers what Prof. Gunnar 
Myrdal has called “technocratic 
euphoria.” HYVs, for all their attrac- 
tion to government planners and rich 
farmers in terms of bumper crops, 
more. profits and the prospect of 
surplus available to provide export 
earnings, were not without some vey 
serious drawbacks. 

First, the improved HYVs came as 
part of a package which included agro- 
chemicals such as pesticides and fer- 
tilisers. According to FAO estimates, 
Third World consumption of pesticides 
was set to rise from 160,000 tonnes in 
the early 1 1970s to more than 800,000 
tonnes by. the mid-1 80s. roges 


















prote tnew varieties which tend to be 
; rable to diseases. The increased 
pesticides, it has been estimated, 
375,000 peasants in the Third 
d to become ill every year; of that 
1total 10,000 die. 
The other important input is fer- 
tiliser, which is needed at the right 
time and in the right amounts. Fer- 
.. tiliser shortages mean crop losses. The 
= shortage in 1974 is estimated to have 
-cost the poor countries of the South 15 
million tonnes of grain, enough to feed 
























e financial resources | paying "for 
ostly dures de and fertiliser ee ts, 


of the early criticism of the 
reen Revolution and the introduc- 
tion of HYVs naturally wason the costs 
involved and the dangers of making 
national food production dependent 
. “on foreign multinationals and costly 
`- “imports of agricultural inputs. Policy $ 
makers weathered this criticism and 
went ahead enthusiastically with the 
active promotion of the Green Revolu- 
tion strategy. However, problems deve- 
‘loped in other quarters. The accelera- 
‘tion of disparities in rural incomes 
.. sgave rise to' political and social ten- 
= sions and greater hardships for tenants 
and the landless as landlords, now 
making greater profits, resumed cul- 
tivating their land with machines. 
Also, the self-sufficiency achieved 
‘by some of the grain-importing coun- 
_ tries through the use of HYVs had ad- 
: effects on vital foreign-exchange 















p Hing: countries such as Thailand. 
In large countries such as India, it also 
‘brought problems. In India, the crea- 
tion of a new class of wealthy farmers 
inthe wheat belt in Punjab and parts of 
: southern and western India laid the 
^. ground for powerful political move- 
ments which continue to threaten the 
ower centre. This has brought about a 
hole new regional dimension to In- 
dian politics which seems to carry the 
threat of even breaking up the country. 
| Side by side with such developments 
as been the devastating, negative 
consequences on the ecology and envi- 
ronment of the unscientific and un- 
planned spread of the new agricultural 
strategy and the hurry to. reap the 
benefits of the new technology. Only 
recently has attention been focused by 
.. national and international agencies on 
these problems, but on the evidence of 
ome of the partial, scattered studies 
vailable we may well be sitting on a 
erat may erupt with disastrous 
















the traditional foodgrain-. 
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All these problems may still {Behan 
ageable, and indeed social and institu- 
tional changes, themselves. triggered 
by the problems, may very well offer 
new solutions. But we now face a new 
and serious problem. Agribusiness, 
which has played à very powerful role 
in providing the two important inputs 
of the new technology, fertilisers and 
pesticides, has also moved quite logi- 
cally into the whole area of seed 
technology. This has meant, in simple 
terms, not only stocking germ plasm of 
new seed varieties, but looking for de- 
sired genes in order to make newer 
varieties. 

But biotechnology as yet does not 
create new genes, it mutates existing 
ones. This means that seed germ plasm 
has to be found. wherever it is located. 
This of necessity has involved gene- 
dr ain from South tot the North, and af- 


distinet ways. First, Süccassbul muta- 
tions of genes and thelarge-scale use of 
new varieties adversely affects the 
existing plant varieties in nature. 
Sometimes the effects are devastating 
in their reach and plant varieties can 
simply disappear. |. 

For example; from 30, 000 varieties 
of rice at the start of this centu ry, India 


‘Asia, which remains 
predominantly rural and 
agricultural, has much to gain 
from taking active steps to 
prevent the erosion of genetic 

resources.? 





will be left with only 15 by the year 
2000. New hybrid varieties of barley 
hàve annihilated 7095 of natural var- 
ieties in Saudi Arabia and Lebanon. 
Further, with every plant type lost, 10- 
30 animal or insect species directly or 
indirectly dependent on it also disap- 
pear. 


To second. consequence of the 
E South-North gene-drain demands 
very serious attention and action. This 
is the heavy germ-plasm losses caused 
by commercial plant-breeders and 


seed multinationals, who plunder the 


germ plasm of the South, but do not use 
it at all or preserve it. Private firms 
exercise "life and death" powers over 
germ plasm under their collection and 
storage. For example, the United Fruit 
Co. may have control of about two- 
thirds of all the world's collected 
banana germ plasm; it announced on 
11 May 1983 that it may close down its 
conservalion programme. As many as 
700 rubber cultivars (cultivated var- 
ieties) collected from Southeast Asia, 
Brazil and Sri Lanka were held by 


Firestone Tire and Rubber Co. On 29 


order to evolvenot only national po 
in relation to PGRs, but to act to el 
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simply that its gérm 
work has been “suspended.” | 

Apart from the dangers of 4 
erosion and the further na 
our base of PGRs, as we look : | 
panis to feed humanity ini 

‘ontrol over major crop § 
also could become a form of 
control. About 55% of c 
plasm is with the North. It. 
overall context that in 1981 
with strong support from ot 
World countries, raised the q 
PGRs and, acknowledging 
resources are the common | 
mankind, called for an In 
Gene Bank. This may not b 
ution, but it is a step for 
ever, the FAO, under 
North, is avoiding 
squarely and effectively 
too little, too late, as has be 
with manv other issues. 













































































S in all env ironmental . 
where a long- term. 
of the essence, neither . 
nor industry seem terribly B 
In such circumstances, an arot 
pure: can be a considerable . | 


dent ot the iniemational Ce n 
Law in Development, New York 
Prof. Upendra Baxi, a i renowned, 
national-law academ ic, in an 
on PGRs have said: “Ther 
time for complacency . Time is 
out 

They go on to call for an a 
seed technology in the South, in- 
the same way that others have 
appropriate industrial techno! 
appeal for an appropriate 
framework to enforce pre 
PGRs. Asia, which remains pre 
antly rural and agricultural, has: 
to gain from taking active steps ti 
vent E erosion ne rr ad I 








sequences, act. i ina conce ted r 
and prevent such consequences 
root. l 
The Law of the Sea, which lik 
worked on the concept of the occ 
and seas as the common herit 
mankind, and was taken 
Malaysia in 1958, took more thz 
years to be finally recognised an 
cepted as international law. Tog 
fectively against the erosion of P 
we may not have 20 years. It wou 
enlightened self-interest to act 






with other countries of the South a 
those of the North which are r 
blinded by the crude logic of the mz 
ket-place and thus do not ignore t 
warnings of ecological disaster. 
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Deregulation i is the rage 


. Indonesia plans to cut a swathe through bureaucratic 
| b procedures as part of a cennding process of structural reform 


.. By Susumu Awanohara in Jakarta 
p. weeping deregulation is the latest 
. e government initiative to add to the 
. emergency measures and structural re- 

. forms introduced in the past year, in- 

. cluding devaluation, project rephasing 

* and banking and tax reforms. It is not 
yet clear how the deregulation mea- 

. Sures will be introduced — in one com- 

1 D prehensive package or piecemeal — 
= but the government clearly is in a 

3 hurry. 
b The fourth five-year plan begins in 
. April and there is a recognition that 
- deregulation is one of the necessary 
= preconditions for galvanising the pri- 

. vate sector. Increasing doubt has been 

% Ee about the realism of the 
— five-year plan, which called for an an- 
nual 22% growth in private-sector in- 
|. vestment (REVIEW, 26 Jan.). 
. The most comprehensive statement 
on deregulation has come from state 
minister for the efficient operation of 
State apparatuses and vice-chairman 
. of the National Development Planning 
> | Agency (Bappenas), Saleh Affif, who is 
most directly involved with the reform. 
.He said regulations requiring busi- 
 nesses to obtain licences or permits 
. were designed to encourage the private 
Em "sector to conform with and contribute 
. to national- -development plans and 
that one of their main functions was to 
. prevent waste and misuse of scarce in- 
hr vestment funds. 
. He conceded, however, that there 
| were many legitimate complaints 
. about the licences. Often these could 
y E. be obtained only after long and cum- 
. bersome procedures, and after having 
P tó meet over-stringent and perhaps 
. ambiguous conditions. 
According to Affif, other complaints 
t | are that: 

.» There is not enough reliable infor- 
I nation on exactly what permits are re- 
A. juired for specific business activities. 
_» The status of permits is often un- 

. clear, so that there is constant fear that 
p may be withdrawn or cancelled. 
_» The validity of a permit is often too 
. short. 
D E Some permits come with onerous re- 
porting requirements, while often the 
: information requested has little to do 

— with the substance of the permits. 

—  Affif expressed his determination to 
etain only those regulations which are 
E really justified. "Licences which lack 

Strong justification, which are not ef- 

fective, are excessive or are without 

legal bases, will be abolished or unified 

-= under other regulations so that there 

are no duplications,” he said. And 
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maintained will simplify what permits 
are required for given activities. Also, 
the conditions and procedures for ac- 
quiring them will be clearly spelled 
out, while efforts would be made to ex- 
tend the validity of permits, Affif said. 
This would help clarify the legal bases 
of regulations as well as reduce the in- 
consistencies between economic sec- 
tors and between regions, which has 
been another source of confusion. 
Precisely what regulations will be 
changed and in what ways will not be 
known for some time. Still, the busi- 
ness community, local and expatriate, 
is welcoming the imminent reform. 
There is general agreement that the 
licensing requirements are extremely 
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onerous, breed corruption among ad- 
ministrators and help make Indonesia 
a high-cost economy. The cumbersome 
nature of the system was highlighted in 
a special World Bank report a few 
years ago. 


escribing the proliferation of regu- 
lations, the report said: “Each regu- 
lation seems to generate more 'eluci- 
dating' regulations so that in the end 
minor officials in regional offices and 
harbours feel at liberty — indeed, feel 
obliged — to 'define' certain vague 
matters by issuing their own regula- 
tions. Thus even quite trivial matters, 
such as the folders to be used in sub- 
mitting import documents, become the 
subject of regulation." 
In another passage, the report 
pointed out that if companies engaged 


in vele busine ieg; then the number | 
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pear distributing agencies re- 
quired at least 24 licences to carry out 
their business. 

Licences come to depend o on other li- 
cences, which in turn depend on still 
more licences, the report noted. For 
example, to obtain an import licence in 
the Jakarta area, a company needs a 
current trading licence which can only 
be obtained if the company has an en- 
vironment licence which, in turn, is de- 
pendent on approval from the munici- 
pal office of Labour Safety and Health.. 
This requires the firm to have a licence 
from the state Electricity Corp. if, as is 
usually the case with a sizable factory, 
a generator is installed. 

As a result of such a system, illegal 
payments — either for expediting pro- 
per procedures or adjusting rules to 
needs — have become a common fea- 
ture, especially at the taxation and im- 
porting stages. In the late 1970s, for 
example, when the field work for t 
World Bank report was done, the po 
of Tanjung Priok in Jakarta required 
an importer to go through up to 88 
steps to clear his goods through cus- 
toms. 

The importer had to handle most of 
these stages himself (or hire someone 
to do it), walking from building to 
building to obtain stamps and signa- 
tures. The absence of one document or 
signature could halt the whole process 
indefinitely. The fact that many of 
the officials were overworked and 
short of facilities added to the general 
frustration. “The temptation to offer 
illegal payments to move a document 
through quickly is substantial," the re- 
port said. 

The report discussed the wider im- 
plications of such a regulatory system. 
“The system tends to reward those who 
are capable of making such illegal pay- 
ments by erecting barriers for poten- 
tial entrants... skills such as dealin 
efficiently with the bureaucracy carr 
a premium, and the relatively smaller, 
inexperienced firms with fewer re- 
sources are, in practice, discriminated 
against." The system also promoted a 
general atmosphere of uncertainty in 
the business community. 

“This in turn, shortens the time hori- 
zons of investors, discourages risk- 
taking and long-term investments and 
encourages the search for quick-yield- 
ing high-profit activities...Inthe final 
analysis, the regulatory environment 
imposes a high social cost that In- 
donesia can ill afford to carry," the re- 
port concluded. 

When the report was published in 
1981, its bluntness offended many In- 
donesian-officials at a time when the 
country was still basking in the 
euphoria of the second oil bonanza. 
Now the Indonesians have made their 
own assessment and are on the point of 
implementing a reform with enormous 
social and pordcab. as well as 
ion ee 
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Decause | 
businesses 
come in 


all shapes 
and sizes. 


Whatever the nature or size of your business — and 
however quickly it is expanding — a Philips TBX telephone 
system will improve your communications efficiency. 

TBX is a high-performance PABX that's based on a 
modular, open-ended concept, so every system can be 
built up, easily and inexpensively, to meet increasing 
needs. 

And TBX has a lotto offer the growing business — systems 
that range in size from just 16 to as many as 900 extensions; 
a multitude of user-orientated money, time and energy 
saving features and the added benefits of low installation, 
maintenance and running costs. 

Reliability and quality are built in, as you'd expect from 
an organisation with the international experience and 
expertise of Philips. 
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| would like to know more about Philips TBX telephone 


So if you're thinking ahead to better business efficiency, | ^ 
think Philips. A 


| Organisation 


Use the coupon to look into TBX today. E upon: 
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intelligent business communications |- | 


Philips' Telecommunicatie Industrie BV 
P.O. Box 32, 1200JD Hilversum, The Netherlands Telephone (int.) +31.35.89. 91 11. Telex 43712 


ae PHILIPS 


Lo s uan Vau MEER uma AAE, die Mi eid 


Japan is where eighty percent of the world's copiers are 
produced. So without doubt it's the toughest and most 
ee copier market in the world. 


years — from 1976 to 1982. And that 5 Bocause 6 our rooplers set 
standards of quality and reliability nobody else can copy. In fact, 

our commitment to quality is so great, we're the on y company to 
have | won ge S prestigious rng Pri Me for quais on | 


RICOH COMPANY, LTD. 15-5, Minami-Aoyama 1-Chome, Minato-ku, Torvo 107, dapan, Phone: ina) 479- 3111 Fax: (03) 479-2900 1 Telex: 2425415. 
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rover: Us $600 million - | KONE Regional Office 

loyees: =-= : 354 Orchard Road No. 03-12 
000 worldwide Don t Settle for Less Shaw House 
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nt ventures and agents Phone 7349588 
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It doesn't take 
visitors long 

to find out 

why Air Niugini ! 
employs over a hundred pilots. 
Because Papua New Guinea is 
such an incredibly mountainous 
country, flying is often the only 
way to get around, and the 
national airline covers a stagger- 
ing schedule of domestic flights as 
well as international ones. 

Only about 20% of Air Niugini’s 
pilots fly on international routes- 
and then only after logging four 
to five years flying in PNG! 





Some of the svalde 
pilots leave home 
for Air Niugin . 


Relax. You're with experts. 
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20 ports at home, 
10 overseas 

? Whether you're 

Í travelling for 





When you consider that Air 
Niugini hires only experienced 
pilots, and that every single one 
of them serves several years on 
the domestic network before 
becoming eligible for promotion 
to international routes, its hardly 
surprising that Air Niugini’s 
Boeing pilots are regarded as some 
of the world’ most experienced 
flyers. Each of them has logged 





business or pleasure, Air Niugini 





between 9,000 and 14,000 flying | can fly you to Papua New Guinea 
hours. and show you around. For 
further information contact 

We can afford to be gummy your Travel 
choosy : PE = Agent or nearest 
Papua New Guinea has MENS gone Í Air Niugini 
always held a special ID | Sales Office. 
fascination for flyers, " o 
and jobs with the Brisbane is Hong Kong 

J Lairli MESA 5T no Eugene Zau 5-242151 
ERIGI HERE, one Singapore Tan Soon Heng 250 4868 
keenly sought by pilots Manila Howard Lahari 864713 





who have already gained 
commercial experience in 
Australia, New Zealand and 


the UK. 


AIR NIUGINI 


THE NATIONAL AIRLINE OF PAPUA NEW GUINEA 
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w= Some foreign investors 
ANLSNN have come away disap- 
pointed by the research and evalua- 
tion of Japanese stocks produced by 
Japanese securities houses. Analysts 
have ranked low in the hierarchy of 
jobs at some firms and there is only a 
recently developing tradition that 
company reports ought to offer clear 
analysis and judgment. The belief 
dies hard, too, that Japanese sec- 
urities houses give in to the tempta- 
tion to work as promoters of com- 
panies for which they have acted as 
underwriters or brokers. 

How do individual Japanese in- 
vestors obtain good information on 
stocks? A lot of private-investor 
money in Tokyo moves not because of 
research reports but on information 
obtained through personal relation- 
ships. The Tokyo stockmarket, with 
an average dividend yield of 1.2%, is 
by no means a widely accepted re- 
pository of ordinary savings; there 
are far fewer individual participants 
than in New York or London. It is in 
fact still very much a playing field for 
speculators. 

But most foreign investors, espe- 
cially institutions such as pension 
funds, cannot normally be expected 
to make decisions based on whis- 
pered tips about the market mood or 
prospects of a speculative run on a 
particular stock. The sudden prolif- 
eration of the research staffs of 
foreign securities companies in 
Tokyo, who claim to be more in tune 
with the requirements of foreign in- 
vestors, is an indication of the de- 
mand for alternative research and 
evaluation. 

The stakes are becoming higher. In 
January, foreigners' trading in Ja- 
panese shares hit a new record, with 
purchases of US$4.1 billion and sales 
worth US$3.56 billion — with net 
purchases 50% higher than a year 
ago. Foreigners have a great 
psychological effect on Japanese in- 
vestors, and the anticipation or news 
of foreigners buying into Japanese 
equities has often been the cause of a 
rally. 

There is for the moment only a 
handful of non-brokerage firms of 
any size providing stock-data and 
advisory services in Tokyo. About a 
year ago, however, Value Line Inc., a 
United States-based company spe- 
cialising in computer-aided data pro- 
cessing for investors, quietly tied up 
with a Japanese investment consult- 
ing firm, Akasaka Group, to service 
Japanese stocks, in both English and 
Japanese. Shroff understands pro- 


-| gress has been stalled — in fact, the 





two sides have not talked to each 
other for six months. 

Aside from the communications 
gap with its partner, the Value Line 
attempt to penetrate the Japanese 
market — to win both foreign and Ja- 
panese customers — may now run 
into stiff competition from Nomura 
Securities and Daiwa Securities. 
They are both racing to install a com- 
puter-linked network for domestic 
and, eventually, foreign clients, pro- 
ducing both data and commentary. 
This obviously would be faster and 
more convenient than newsletters, 
though investors may still seek more 
concrete recommendations. 

In the US, the data and investment 
advisory services — traditionally 
done through newsletters or other 
publications — have already adapted 
to the widespread use of the personal 
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computer. Value Line recently began 
to offer its US services via software. 
Other US firms marketing computer- 
accessible data and investment ad- 
visory services include Standard and 
Poor's (a division of McGraw Hill), 


Moody's, Chase Econometrics/In- 
teractive Data Corp. and Media Gen- 
eral. 

Nomura's service, Capital (Com- 
puter Aided Portfolio Investment 
Total Analysis), has placed about 800 
terminals in Japan and is now trying 
to persuade foreigners, especially in- 
stitutions, to accept them. Nomura's 
service provides economic news, 
portfolio analysis and equity 
analysis. Daiwa is working along 
similar lines. 

The respected financial daily 
Nihon Keizai Shimbun has what is 
called a Needs-portfolio, also a com- 


puter-aided analysis system, but 
more narrowly focused and catering 
mainly to institutions and brokers. 
There are several technical-analysis 
publications put out by independent 





firms, concentrating on charts show- 1 E 
ing past patterns covering volume | . 
and price movements and attempting |. 


to extrapolate future trends. But 
these are not widely disseminated. 


Indeed, the field of non- brokerage — 


advice on Japanese stocks is poorly 
supplied. There are various 


magazines and also about 300 inde- . 1 | 


pendent consultants, many of them 
with a small, one-room office, but 


these are by and large on the 


periphery of the investment-infor- 
mation and -advisory industry in 
Japan. There is no question that de- 
mand for additional stock-advisory 
services exists among foreign invest- 
ors, but what kind of services do Ja- 
panese investors want? 

About 60-70% of the shares in the 
Tokyo market are hardly ever traded. 
They are held mainly to maintain 
business ties. Japanese stockmarkets 
thus are buffeted by the constant 
trading in a very small portion of the 
whole potential market. Far more 
than it should, the Tokyo market 
reacts to psychological momentum 
launched on thin reasoning by 
speculators. This partly results in the 
dependence of individual investors 
on access to special information often 
unrelated to fundamentals. 

Tokyo's frequent imitation of Wall 
Street price movements reflects the 
comparatively shallow roots that Ja- 
panese shares have in fundamentals 
— one sign of the relative immaturity 
of the Tokyo market. The demand for 
information and advisory services in 
publicly circulated form will be cir- 
cumscribed by this immaturity. 


#4 Japanese city banks may 
EN SEN become a major obstacle to 
early approval of Nomura Securities' 
and Morgan Guaranty Trust's pro- 
posal to jointly establish a trust 
company (SHROFF, 22 Dec. '83) The 
Ministry of Finance is reluctant to 
approve this proposal, despite US 
pressure, for fear of other Japanese 
securities houses and foreign banks 
following suit and thereby threaten- 
ing the monopoly of the seven trust 
banks, Daiwa Bank and the life-as- 
surance companies. But Japanese 
city banks are increasingly in the pic- 
ture as they have been talking with 
foreign brokerage houses to establish 
joint trust companies. This may be 
too much competition for the trust 
business, in the eyes of the ministry. 
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The Kuala Lumpur exchange authorities belatedly demand 
settlement of a disputed palm-oil futures contract 


By James Clad in Kuala Lumpur 

bitter wrangle over disputed palm- 

oil futures contracts on the Kuala 
Lumpur Commodity Exchange 
(KLCE) appears to have been settled, 
but some traders are asking whether 
the cure might be too draconian or too 
late. 

The problem arose out of a dispute 
between a leading trader at the KLCE, 
Matthes and Porton, and one of its 
long-standing clients, the refining firm 
Sun Edible Oil Industries (REVIEW, 15 
Mar.). Matthes alleges that Sun gave 
instructions to sell large quantities of 
oil at close of trading on 28 February 
but then, after the close, had denied 
giving the orders. Sun insists categori- 
cally that it gave no such instructions 
and has repudiated any liability to per- 
form contracts for sale of 763 (later 
amended to 761) lots. Each lot on the 
KLCE comprises 25 tonnes of crude 
palm oil. 

Under clearing-house procedures on 
the KLCE, performance of contracts is 
supposed to be guaranteed. However, 
after first declining to suspend trading 
the day after the disputed sales, in 
order to sort out contrasting versions 
of the event, the Kuala Lumpur Com- 
modities Clearing House (KLCCH) de- 


cided to refuse to register the deals, a 


move that left those who bought on 28 
February seemingly unable to demand 
performance of the contracts by 


Matthes and Porton. 
The KLCCH refused to give an ex- 
planation for this action — unpre- 


cedented since the opening of the in- 
creasingly influential exchange in Oc- 
tober 1980 — and this in turn prompt- 
ed speculation in 
some quarters that 
suspicions of mar- 
ket manipulation 
by a number of 
players may have 
prompted the deci- 
sion not to register 
contracts for the 
761 lots. 

That decision 
held firm for more 
than a week, during 
which trading, at 
first sluggish, began 
to pick up. But 
after a weekend 
meeting between 
Commodities Trad- 
ing Commission 
chairman Tun Is- 
mail Ali and Primry 
Industries Minister 
Datuk Paul Leong, 


72 


KLCE chief executive Syed Jabbar 
and KLCCH chief executive Ahmad 
Habib issued a one-paragraph an- 
nouncement reversing the stand. 

On the following Monday, 12 March, 
KLCE and KLCCH officials devised a 
further statement announcing mea- 
sures to boost confidence in a badly 
shaken market. These included sus- 
pension of all trading from 3.30 p.m. on 
12 March to closing time on 14 March 
except liquidation of open contracts — 
including those in dispute. Later the 
same day, after a formal refusal by 
Matthes and Porton to pay deposits 
totalling M$7.61 million (US$3.3 mil- 
lion) to cover the contracts allegedly 
sold at Sun's request, Ahmad telexed 
the firm advising that the clearing 
house would invoke a rule enabling it 
to liquidate contracts registered in 
Matthes' name *by invoicing back by 
way of compulsory settlement at a 
price fixed by the [KLCCH] Exchange 
Board." 


rokers commented that once the 

KLCCH decided to register the dis- 
puted contracts after all, it had little 
choice but to opt for compulsory settle- 
ment: by 12 March, only three trading 
days remained until current-month 
spot contracts expired (mid-month 
closure of current positions is normal 
procedure), and the oil could only have 
been bought back on the open market 
at a devastating mark-up. Invoking the 
KLCE's emergency rules therefore al- 
lowed the KLCCH to “wash out” the 
disputed contracts at a predetermined 
and arbitrary price, one which the 28 


February buyers are obli 


4 


ged by the - 
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emergency rules to accept. . | 

Clearly it suits whoever must finally . 
buy back the disputed lots to have their 
price set as closely as possible to the 28 
February purchase prices. On that day, 
the largest single purchaser paid 
M$1,230 for one 500-lot contract. 
However, sources at Matthes and Por- 
ton have told the REVIEW that their 
firm will refuse to participate in the 
buy-back exercise, no matter how low 
the profit to the original buyers is kept. 
If Matthes holds fast to this stance, the 
KLCCH itself may have to “wash out" 
the 761 lots and then seek recompense 
from Matthes at a later date. 

This could prove an interesting exer- 
cise for a clearing house capitalised at 
M$2.5 million because, if the margin 
over the lowest price paid on 28 Feb- 
ruary (M$1,230 a tonne) is fixed at pre- 
vailing open-market prices — now 
around M$1,500 a tonne — the cost 
could exceed M$4.5 million. The 
REVIEW is reliably informed that. the 
London-based International Com- 
modities Clearing House, which holds 
3095 of the KLCCH's equity, has ob- 
jected to what some foreign observers 
see as government interference which 
forced the KLCCH to register the 28 
February trade. 

In an oblique reference to over- 
enthusiastic large-lot trading, the 
KLCCH/KLCE joint statement on 12 
March also announced changes to 
trading practices that include a refusal 
after 12 March to register any more 
than 100 contracts traded by any one 
KLCE member on any one day, and a 
prohibition until further notice on any 
transaction exceeding five lots. 

Most revealing, perhaps, is a re- 
quirement that all dealers must from 
12 March *immediately" give Ismail 
details of any client who has more than 
100 contracts open in the current-de- 
livery month — a situation that may 
apply to more than one local broker 
doing business on behalf of clients 4 
trading in large lots. 
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the same day our the nnan of | 


the KLCE and the KLCCH. A KLCE 
"floor members' forum" — all KLCE 
floor members belong to the clearing 
house — released its own critical state- 
ment. 


inting at disagreement between the 

two bodies, the statement asserted 
that the "inability of the KLCE to deal 
with the KLCCH in solving the issue 
expeditiously has aggravated the situ- 
ation." It also claimed that "the appli- 
cation of declarable positions and 
position limits should have been seri- 
ously considered .. . to check excessive 
speculation and any attempt to man- 
ipulate the market." 

On the morning of 14 March, the 
KLCE telexed its members advising 
that trading rights of five members 
would be suspended immediately 

“until further notice." The firms af- 
; fected are: Sun, Sakapp Commodities, 
giazal, Intracom and Frank Enterprise. 
he effect of this action was a virtual 
"cessation of trading on the market. Re- 
liable sources said the actions resulted 
in the suspension of more than 5,000 
positions still open on 14 March. 

At the root of the affair lies disap- 
pointment among some brokers that 
the KLCCH did not immediately do 
what a clearing system with levied de- 
posits on trading members arguably is 
supposed to do. That is, underwrite 
completely the risks of trading when 
no — or less than full — consideration 
is paid at the time contracts are trans- 
acted. 

This view tends to overlook the un- 
certainties surrounding the 28 Feb- 
ruary trading and the unprecedented 
dispute. A broker in another Southeast 
Asian trading centre, who is prominent 
in rubber-futures transactions, re- 
marked that in 30 years of trading in 






rubber, he had heard of only two insig- 






icant instances in which clients sup- 
sedly denied giving alleged instruc- 
tions to dealers. 

Whether this paints too rosy a pic- 
ture of futures trading may be debata- 
ble. But no doubts surround Leong’s 
insistence on a rapid restoration of full 
confidence in an exchange the govern- 
ment and palm-oil industry have been 
hithert proud of. Turnover rose from 
38,563 lots in 1981 to 53,269 lots in 
| 1982, and to 191,685 lots in 1983. 

Just one month before the 28 Feb- 
ruary incident, Syed Jabbar had told 
an international seminar on palm-oil 
products in Kuala Lumpur that the 
KLCE has "exhibited its capability 
and reliability as an important pricing 














benchmark for the palm-oil trade in. 


particular and the vegetable-oil mar- 
ket in general." This is an achievement 
the Malaysian Government wants to 
see preserved, especially as it is now 
seeking to introduce tin futures and to 
consolidate rubber-futures trading at 


the KL ; E as well. ü 
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A self-made dilemma - 


.. The Hongkong Government is caught between its commitment to 
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-. maintain the dollar’s parity and the official interest-rate agreement 


. By Anthony Rowley in Hongkong 


hen the Hongkong dollar was 
formally linked to the US dollar 


— (at a fixed rate of HK$7.80:US$1) in 


October 1983, it was clear that local in- 
terest rates would in future have to 
bear the burden of volatility which up 
to that time had afflicted the exchange 


rate. This has happened with a ven- 


— geance, to the point where the official 


Hongkong Association of Banks 
(HKAB), which administers a (deposit) 
interest-rate agreement, is now pre- 
pared to countenance rate changes 
every few days if necessary. : 

The problem for the Hongkong 
banking establishment as a whole is 
that it has become a victim of the gov- 
ernment’s mutually incompatible 


J commitments to retain both the cur- 
. rent exchange parity of the currency 


and the formal interest-rate agree- 


ment. As long as this situation persists 


. the banks will have to continue playing 


. agame of cat and mouse with the local 


. money markets — a game which even- 
= tually could undermine the new-found 
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Raper comes wooing 


. The former Faber Merlin boss draws up fresh plans in another 





confidence in the Hongkong dollar. 

The linking of the Hongkong dollar, 
designed to stem a devastating slide in 
the value of the local unit in the wake 
of political uncertainty, has proved 
successful beyond the expectations 
even of the government. Recent 
months have seen a massive switch 
back into Hongkong dollar deposits 
from foreign-currency (mainly US dol- 
lar) deposits at banks and deposit-tak- 
ing companies. 

Latest available figures show that 
total Hongkong dollar deposits, which 
grew at a snail's pace throughout most 
of 1982 and 1983 while foreign-cur- 
rency deposits surged, recorded their 
fourth sharp monthly gain in January 
to reach HK$161.3 billion. Foreign- 
currency deposits, meanwhile, re- 
mained almost static. (At the end of 
January, they stood at HK$140 billion 
equivalent.) 

While this switch reflects a general 
restoration of confidence in the Hong- 
kong dollar, it also highlights a recent 


attempt to re-float his quoted Hongkong vehicle 


_ By Christopher Wood in Hongkong 


Fhe Office of the Commissioner for 


Securities is currently studying, by 


= one estimate, no less than the 11th 
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draft of a prospectus issued by Jim 


- Raper's Gasco Investments, which is 
-~ seeking a relisting in Hongkong. The 
- shares were suspended in 1978 follow- 


ing a dispute with the regulatory au- 


thorities. 


Raper, the former head of hotel and 


- investment group Faber Merlin who in, 


October 1983 resolved a dispute with 
London’s takeover panel, says he in- 


. tends to build Gasco into a HK$1 bil- 


lion (US$128.2 million) company —. 
Gasco currently has HK$180 million in 
assets in the form of cash and British 


- property interests. He plans to benefit 


-~ from what he described as the present 


"state of flux" in Hongkong, caused by 
political problems, by buying assets at a 
discount. Targeted areas are the trad- 
ing and (fashionable) electronics sec- 
tors. 

Raper, whose home base is now 


- Switzerland, made these comments 
74. | 
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from his Hongkong office between fre- 
quent trips to the commissioner's of- 
fice to sort out what he described as 
final teething troubles over the pros- 
pectus. It is understood that the stock 
exchanges involved are viewing the re- 
listing proposal with favour, though 
lack of disclosure had caused the 
numerous adjustments to the prospec- 
tus. In this respect, the commissioner's 


office, which in the past has'unsuccess- 


fully taken to court various nominee 
companies related to Gasco, has no 
statutory authority to intervene on 


listing matters, its main task being to. 


carry out analytical work on prospec- 
tuses — a function which normally 
would be carried out in other financial 


centres by the quotation committee of 


the relevant exchange. 

Underwriters for the Gasco offer are 
Chase Manhattan Asia and SPS In- 
vestment Services, of which Alfred Li, 
the son of Ronald Li (chairman of 
Hongkong's Far East Exchange), is a 
director. Alfred, a lawyer, also has 


Late +4 2) Shae T. ` d^ -— c 


S i 





os otis OE iE INNO MR jini 


pen ong unit [Ww mid be reval 1 ed inst E 

| the US dollar The weakness of the US a 
currency against other major curren- 
cies in recent weeks has helped fuel 
such speculation. 

Traders have converted export earn- 
ings back into Hongkong dollars and 
as yet there has been no corresponding 
rise in imports to offset this inflow. The 
result has been a huge surge in money- 
market liquidity, exacerbated by rela- 
tively weak loan demand on the banks 
for capital investment in industry and 
from property companies. 

While money-market deposit rates 
have found their own (usually low) 
levels in the face of this influx of funds 
— overnight rates have been down to 
fractions of a percent — money-mar- 
ket lending rates have also plummeted 
well below banks' prime-lending rate. 
One source close to the HKAB com- 
mented to the REVIEW: "What's the 
point of having prime at 10% and 
money-market lending rates at 5%?” 

Increasing numbers of corporates 
customers apparently are goin 
straight to the money markets where 
they can obtain money virtually at cost 
of funds — or at a small margin over 
the Hongkong interbank offered rate. 

The big local banks, with a captive 
deposit base which stands them in 
good stead at times of high loan de- 
mand and low money-market liquid- 
ity, have been doubly disadvantaged as 


Raper: try, try again. 





acted as an adviser to the listing com- 
mittee of the Far East Exchange, a 
point which has raised some eyebrows 
because of his involvement with the 
underwriter. 

Raper plans to raise around HK$31.8 


million from the placement of 18.7 mil- 


lion shares at HK$1.70 a share. This 
will reduce the stake of Berriedale, 
Gasco's (Raper-controlled) holding 


company, from 93.5% to 75%. It is 


understood part of the proceeds will go 
towards paying back loans made by 
Gasco to Berriedale. The balance- 
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compelled by the official fis- 
E terest-rate agreement to pay 
. deposit rates well above those 
prevailing in the money market. 
Given this situation, it was of 
: le surprise that the HKAB on 
. 12 March again reduced deposit 
rates across the board — the 
» fourth reduction so far this year. Prime 
1 Bing | rate was at the same > time cut 
































i y 1 5 a rE points, from 
E 0% to 8.5% — its lowest level since 
ecember 1978, when it rose from 
25% to 8.75%. 





eposit rates, too, are now at their 
lowest since the end of 1982 at the 
end, and at the long end they are 
oints lower now than they 
then. The savings rate, for exam- 
: now just 3.5?6 a year, while the 
-interest spread ona spectrum of differ- 
o8 es between 24-hour call and 12- 
ioney is only half a point — 
96. (Even so, these bank 
rates still remain substantially 
ve money-market deposit rates. ) 
Hongkong rates are well below in- 
< ternational levels now — United States 
. domestic overnight and three-month 


: she 


Sw 


vahust in ‘ne prospectus states that 
- HK$19.63 million is due to the “ulti- 
- mate holding company,” which is Ber- 
-riedale. Exactly how much this will 
leave for the buying of Hongkong as- 
. sets remains unknown, but by then 
“Gasco will have a listing, enabling it-to 
issu ‘shares should it so wish. 




















in aaa Gasco’ S 
tish subsidiary St Piran holds 75%, 
d Westminster Properties, acquired 
ds the end of last year by Milbury 
82 million (US$5.6 million) in 
d shares. 
ansaction has prompted 
among stockbrokers 
various drafts of the 
ch have mysteriously 
to certain offices in 
g's Central financial district. 
a post-balance-sheet note, the 
‘tus relates that Milbury ac- 
_ quired Westminster for £3.82 million 
in cash and that this “will require" 
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the. 


" issue of more than 6.5 million shares in 


Milbury. : 
: _ As 75% of £3. 82 million translates 
- into. approximately the equivalent. of 
the money Raper proposes to raise — 
-and the amount of shares St Piran 










bury — this has raised 


ome quarters about the 
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REVIEW GRAPH 


money-market rates, for example, are 
9.5-10%, while three- month commer- 
cial-bank deposits, yield nearly 9.5% 
London Eurodollar three-month depo- 
sits currently yield more than 10%. 

While all this is good for the Hong- 
kong economy in general (and the de- 
pressed property sector in particular) 
on the lending side, with prime rate 
now comfortably below international 
levels, deposit rates provide absolutely 
no incentive to hold Hongkong dollars 
relative to other currencies, including 
the yen, which.is now underpinned by 
deposit rates well above those in Hong- 
kong. 

If speculators take Financial Secret- 
ary Sir John Bremridge at his word — 
that he will not revalue the Hongkong 
dollar except in the event of a true 
tumble by the US dollar (nor, for confi- 
dence reasons, is he keen on the idea of 





| pegging the Hongkong dollar to a bas- 


ket of currencies), then a renewed out- 
flow of funds from the Hongkong dol- 
lar seems inevitable. 


strategy behind the placement, espe- 
cially as it looks like being rushed 
through before the financial year end. 
In the prospectus, Milbury' 's accounts 
are consolidated only up to 30 Sep- 
tember 1983. However, Raper assured 
the REVIEW that the “total considera- 
tion" for Westminster has been paid 
for out of group money — St Piran lent 
Milbury the additional funds needed. 
In the meantime, Raper is looking for 


a flat in Hongkong and plans to spend a 


“good deal more time" in the territory. 
Several companies apparently are al- 
ready lined up as potential targets, the 
name of the game being asset apprecia- 
tion. "That," said Raper, “is our busi- 
ness.” He added: “Hongkong is in a 
state of flux. On the one hand business 
has never been better. On the other 
prices are depressed for political 
reasons. From the flux we will benefit. 
That is our business. We've done it be- 


| fore, we'll doit again." 


That may well be the case, but as the 
REVIEW went to press there was some 
speculation that the issue might be 
withdrawn. With the recently success- 


ful series of new issues, many of them 


of industrial companies profiting from 


| the export boom, not all sections of 


id-have.to take up to retain its 7596 - 





Hongkong's financial community wel- 
come the return of Raper at this 
juncture, A spokesman at Chase Asia 
declined. to comment on whether the 


merchant bank. was re-assessing its- 


role as. underwriter. 
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Cu BE "one 
thoritative s source e put it. bilge gove 
ROW ds not. 












terest-rate agre 
er local banks clir 
protects them against 
petition on deposit rates t 
thoritative voices within t 
concede that each new reg 
change lately helps drive a fu 
in the coffin of the agreeme 
If speculation continues tof 
revaluation of the Hongkong 
(which would take some : 
sure off interest rates), the F 
run out of room for manoeuvr 
deposit rates already at historic 
Hongkong dollar deposits alrez 

yielding a substantial negative 
rate of interest (compared with 

sumer-price inflation currently n 
ning at an annualised 11%, or sc), i 
if rates were to fall much fu 
Hongkong might be entering the 
of Swiss-style negative nominal r 
Something is likely to have t 
before that happens — either tf 
change rate or the interest-rate: ag 
ment. 







































































mec 1 set torn massive | o 
oversubeoription i is withdrawn 


By Lincoin Kaye in Singapore 


probable record-breaking 
subscription of a new-share f 
tion — the first under the local 8 
exchange' s more stringen 

new-listings code — was abort 
the issuer, a specialist engini 
firm, withdrew its offer a day | 
the close of applications, report 
under government pressure. No rea: 
was given for the move by Chan. 
Engineering, or by Alfa-Pacific : 
urities, sole manager and underwri 
of the issue. Market observers spe 
lated regulatory displeasure mi 
have centred on: | | 
» The extent of dealings in Chan H 
shares on the "grey market," where 1 
counter was quoted at more than tu 
the official 8$1.50 (72 US cents) issue 
price. | 
» Distortional effects on the m« 
markets of the estimated S$1.2 b 


in applicati ition m monies mobilised forth 
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ot shared Ui kunigon 
billing on a new listing with a mer- 
chant bank, which might be seen by the 
authorities as a blurring of distinctions 
between the banking and securities in- 
dustries. 

Punters were drawn to Chan Ho as a 
rare chance for a direct stake in Singa- 
pore's high-technology sector, long 
under-represented on the local 
stockmarket. The company also en- 
joyed pioneer-industry tax status and 
government grants for product deve- 


‘lopment. Pricing of the issue, too, was 


extremely conservative — Chan Ho's 
projected S$1.8 billion in net profits 
would mean a price/earnings (p/e) 
ratio of 13.5 times on its expanded cap- 
ital of 16 million shares (compared 
with an average p/e of around 30 for 
components of the widely watched 
Straits Times Index). 

Besides the S$317,000 allowed for 
issuing costs in its prospectus, plus an 
estimated S$60,000 in brokerage fees, 
Chan Ho could find itself out of pocket 
for part of the interest cost incurred on 
the application monies. Meanwhile, 
market sources wonder how long it 
will be before Chan Ho or anyone else 
gets regulatory clearance to approach 
the market with another new-share 
issue. 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 
needless searching for information. 
ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 





The Circulation Department, 
Far Eastern Economic Review, 

GPO Box 160, Hongkong. 

Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$175 (or its equivalent in local currency) 
in payment. 

Name 
Address 





Bonds at a ji paani 


Japanese institutions with heavy exposure to US dollar 


instruments are caught by the greenback’s decline 


By Hikaru Kerns in Tokyo 
he combination of a stronger yen 
against the US dollar — assuming 
the recent weakening of the dollar does 
not completely reverse itself — and the 
general decline in United States bond 
prices threaten to dent the earnings of 
Japanese financial institutions which 
bought heavily into US bonds last 
year. Most Japanese financial institu- 
tions close their annual books at the 
end of March, and volatile foreign-ex- 
change rates and bond-market prices 
are still uncertain factors at this stage. 
The yen had been trading at about 
¥230-235:US$1 until the US dollar 
fell precipitously against all major 
currencies at the beginning of March. 
Massive dollar sell orders by foreigners 
and consequent corrections of the yen 
took it to a high of €220 on 7 March. By 
12 March, however, the US dollar had 





Tokyo forex dealers: caught on the hop. : 


partly regained ground and the yen 
was traded at ¥224.90:US$1. 

Many Japanese financial institu- 
tions bought US bonds last year when 
the exchange rate appeared to have 
stabilised in the  Y230-240:US$1 
range. The higher yield — there is still 
nearly a four percentage-point differ- 
ence between three-month Eurodollar 
and comparable Japanese rates — was 
an attractive incentive, despite the 
currency risk. However, US bond 


prices also began declining recently — 


the benchmark 30-year US Treasury 
bill, for example, priced at US$100.27 
at the end of 1983, fell to US$97.07 in 
early March. 

Although figures are available on 
what sorts of institutions bought how 
much in foreign bonds, they are not 
broken down as to specific currency de- 
nominations. Also, samurai bonds are 


included in the figures. In 1983, city 
banks purchased P 1.32 trillion-worth 
of foreign bonds; local banks €540 bil- 
lion; trust banks ¥298 billion; long- 
term credit banks X565 billion, and 
savings associations ¥363 billion. 

Some estimate that at least 60% 
of foreign-bond purchases were of 
US dollar-denominated instruments, 
though this is simply guesswork. It is 
thought that life-assurance companies 
have the biggest exposure. One spe-. 
cialist thinks that each of the large in- 
surance companies may hold on aver- 
age US$500-600 million—worth and 
that damage could be “very big at this 
point" for some institutions. Another 
said the situation could be "an incon- 
venience" in drawing up annual earn- 
ings reports. 

One line of speculation is that a par- 
ticular life-assur- 
ance company is 
exposed to the 
tune of US$2 bil- 
lion to US dollar 
bonds. Assuming 
that amount is 
right, and further 
assuming that the 
institution bought 
at an average ex- 
change rate of 
¥235:US$1, the 
exchange loss 
alone in this case 
— with a current 
exchange rate of 
about ¥225:US$1 
— is ¥20 bil- 
lion. Addition- 
ally, there would 
bealossonthere- 
duced bond price. 

It is thought that the exposure of sec- 
urities houses and city banks generally 
is not large, but it does vary. In any 
event, purchases of foreign bonds for 
their own account are dwarfed by their 
statutory purchases of Japanese Gov- 
ernment bonds, usually at a loss. How- 
ever, one consequence of the yen’s ap- 
preciation has been a slight strength- 
ening of Japanese bond prices. 

If the exchange rate stabilises at a 
stronger US dollar level, it is expected 
that Japanese financial institutions, 
especially life-assurance companies, 
will begin buying more US bonds to 
raise the average value of their 
portfolios, preferably in time for book 
closing at the end of March. Moreover, 
the resources of Japanese financial in- 
stitutions are deep, with undervalued 
assets ready to surface to cover the 
wrinkles in annual reports. 
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slowdo et olt n moving ahead by jm 
! 3.790. to HK32.4: 





] v vance at the interim oh andan 1 196 
2 82 — itself a relatively 
i poor year for the bank. The key again 
is a provision "for changes in the 
alue of assets" made as part of a 
nsfer to inner reserves. 
In 1982 the HSBC was forced to 
cover its wholly owned merchant 
banking subsidiary Wardley “against 
certain accounts" and Wardley has 
: tly announced a 54% drop in its 
rofits (to HK$74.98 million) for 
983,as* well as cutting by 45% its di- 
vidend ‘payment to its parent. The 





| — below stockmarket expectations 


uH majo ty-owned subsidiaries, Marine 
2 ad Banks, whose net income 
rose 16. 2% to US$101 million in 1983 
(an increase of some 3575 in terms of 
Hongkong dollars) and the Hang 





Seng Bank, whose earnings rose by 


8% to HK$770 million last year. 
The HSBC said its balance-sheet 


kong Bank's burden 


-HSBC's overall performance in 1983- 


— was thus poorer than that of its- 





grew significantly in 1983 "due in 
part to the weakening of the Hong- 
kong dollar." The bank has also con- 
tinued the process of building up 
shareholders' funds (to keep them in 
line with the bank's rapid asset ex- 
pansion in recent years) through a 
transfer of HK$2 billion from inner 
reserves to the Reserve Fund. The 
bank is additionally proposing to 
transfer HK$250 million from re- 
tained profits to reserves. A final 
dividend of 37 HK cents a share is 


proposed which together with the in- 


terim already paid means an overall 
increase in dividends of 10% for the 
year. A one-for-four bonus is also 
proposed. 

The directors say that in the light of | 
continued economic recovery in the | 
industrialised countries, plus re- 
newed confidence in the Hongkong 
dollar, profitability in 1984 should 
continue at a “satisfactory” level 
(and dividends be at least maintained 
though political uncertainty will 
continue to affect Hongkong in gen- 
eral and the property market in parti- 
cular) until the outcome of the 1997 
lease negotiations is known. 

— ANTHONY ROWLEY 





UOL weil ahead 




















.] increase in pre-tax profits to S$$21.63 
. million (US$10.38 million) on turn- 
over which was up 22% 
e year ended 31 Dec. 
t discounts extra- 
g from the sale of an 

S$47.2 million parcel of undeveloped 
land by UOL's wholly owned Mount 


ommended an unchanged final di- 
lend of 6%, which comes on the 
of a 5% interim dividend. 

— LINCOLN KAYE 


shine 

pad-debt provisions led the 
d ment Bank of Singapore 
E (DBS) to turn in lacklustre results for 
calendar 1983, despite increases in 
deposits, loans and advances. Group 
pre-tax profits rose only 3.3% to 
$$202.5 million (US$97.2. million), 
the worst showing in nine years, 
while net profits declined 9.8% to 
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roa its were up more than 25%, | 
5 I1 billion, while loans and 
es rose 1896, or S$470 million. 


Singapore property developer United . 
Overseas Land (UOL) showed a 24% - 


Echo Park subsidiary. Directors re- | 


. ae 16.3 million at the group level and © 
; 13.5% to S$93. 9 million at the parent 





But the 113% increase in bad-debt 
provisions at the bank level, to $$89.1 
million; was enough to depress pro- 
fits. The results exclude the 5$26.4 


| million DBS realised on the sale of its 
: 28595 
to S$89.5. 


interest in the International 
Bank of Singapore, as well as its un- 
disclosed revenues from the sale of its | 
2075 interest in its merchant-banking 


joint venture with Japan's Daiwa 


Securities. — LINCOLN KAYE 


Sime's primary surge 


Thanks to rebounding commodity 


prices, Sime Darby's group interim 


results for the six months ended 31 
Dec. 1983 showed an encouraging 
jump of 58% at the pre-tax level, to 
M$97 million (US$42.5 million), 
somewhat better than analysts’ pre- 
dictions, especially in view of a mod- 
est 8.3% increase in turnover. The 
large, diversified group — control of 
which has been in Malaysian hands 
since 1979 — is still troubled, how- 
ever, by less than impressive results 


from many divisions. 


The key generator of profits in the 
first half was Consolidated Planta- 
tions, of which Sime owns 62.7%. Its 


| pre-tax figure rose more than 100% 
| to M$55.9 million on a 47% increase 


in turnover to M$148.7 million. 
Nearly all other divisional results 
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were disappointing: traditi 
Sime's second pillar, the tractor div 
sion's earnings dropped by 37% oves 
the previous year to M$13. 1 miil 
and while the largest contributor 
the division (Tractors Malaysia Hold: 
ings) posted a slight improvement in 
pre-tax profit, the international- 
trading division experienced an out- 
right loss of M$5.5 million. 
Meanwhile, Sime's gearing has 
come down substantially, with term 
loans declining to M$175.1 million 
from M$388.3 million in the corrés- 
ponding 1982 period. 
Chairman Tun Tan Siew Sin attri-- 
buted the flatter results in non-plan-- 
tation divisions to weak markets az 
in the case of the sizable interna- 
tional-trading loss, to reverses suf- 
fered by palm-oil refinery business 
generally. 
Tan envisaged gr oup pro fits for the 
second half "at about the same level“ 


bou 


as those for the first six months.” 
The interim dividend remains un- 
changed at 2.4 M cents, despite rather 
better earnings per share (4.7 ceni 
than in the 1982-83 second half (3 
cents). 


— JAMES | 





Maj jor Aoda brewing group 
Castlemaine Tooheys boosted net 
earnings by 13.1% to A$34. 8 million 
(US$33.2 million) in the six months. 
ended 31 Dec. 1983. This was posted | 
on turnover which rose 13.6% to 
A$522.9 million. The brewer recently © 
acquired a local Coca-Cola bottling ; 
operation for A$47 milion, though- 
this made a negligible contribution to 
the first-half profit. Non-trading in- 
come fell to A$1.9 million from A$3.5 
million. i 

The tax provision was boosted to 
A$29.8 million from A$25.7 millic 
while the depreciation provision w: 
raised to A$8.2 million (A$6.6 mi 
lion) and the interest bill rose marg 
nally to A$998,000 (A$755,000)..- 
steady 13 A cents a share inter 
vidend was declared. 


A good c 


Despite a sharp r rise in » loan- interest 











Telephone Co. ( PLDT) pen beer a hee | 
income of P398.4 million (US$28.5 
million) in 1983, up 8475 on the previ- 
ous year. Operating revenue rose to. 
P2.5 billion from P1.8 billion, while. 
operating expenditure climbed to” 
P1.33 billion from P942 million as - 
fixed charges, mostly on borrowings, 

rose to P774.7 million from P4964 
milion. PLDT wil pay cash di 
vidends of a half-peso to preferred 
stockholders, including state-owned 
National Development Co., and Pito 
common stockholders. ^ —LEOGONZAG! 
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P E: espite a brief resurgence of 
y ng interest towards the middle of the period, 
market continued its downward drift on thin 
ime. Fraser’s Industrial Index closed the 
od down 69.53 points at 5,729.36. Some mar- 
observers ascribed the short-lived flurry to 
position holders trying to bid up prices 
to selling off shares to meet margin calls. By 
end of the period, the market had subsided to 
more. mirror, Wall Street's doldrums. Daily 
er averaged S$33.4 million (US$16.03 
ion), against 5$32. 4 million previously. 


LUMPUR: Trading remained thin in 
bsence of unequivocal overseas leads. Turn- 
opped to 39.6 million units valued at 
4.5 million (US$63.38 million). Analysts 
impending June elections in the main con- 
it parties of the ruling National Front have 
to overhang the market, reducing investor 
husiasm slightly. Property, finance and hotel 
ings generally closed easier during the period 
“tin stocks, including rarely traded listings, 

fited from speculative interest responding 
mours of impending takeovers. 


Wy OK: Prices were weak with investors 
loading. portfolios. The spate of corporate 
ws during the period failed to create excite- 
nt. The market also failed to react positively 
ews that pressure on the baht had eased fol- 
the recent US dollar slide. Investors were 
halant about the 9 Mar. news that the Sec- 
Exchange of Thailand was taking steps to 
rading. Average daily turnover was Baht 
Wion (pios. 000). 







Ru in aes rd Most of the 



















cconcetitrates export The commercial- 
rial index was off 1.27 at.137 as bearish 

t dominated San Miguel and Philippine 
istance Telephone despite the latter's 





The mining index dude 2. 02 


ost Anan eee lost seine in the pond to: 512 Mar. in line with a bearish Wall 
IW Street. Taiwan, where rosy corporate results-boosted sentiment, was a major ex- | ' 
eption. Australia led the decline. Several markets - — such as Singapore and Pong 
ng — iien ey lower in sluggish trading, ~ 


aged some 10.million shares against 8.25 million 
in the previous period. Electronics shares suf- 
fered a widespread setback on news of an anti- 
dumping ruling on South Korea—made TV sets in 
the United States. Share prices of two major TV 
makers — Gold Star and Samsung — lost Won 45 
(6 US cents) and Won 38, respectively. 


TOKYO: The market hovered at around the 


10,000-point. mark on the Nikkei-Dow Jones. d 
Average throughout the period, mostly oblivious 


to developments such as the rapid appreciation 
of the yen against the US dollar. Blue chips were 
off, while certain companies associated with the 
bankruptcies of J. Osawa and Mamiya continued 
to experience lack of confidence. Investors were 
discouraged by the lack of positive movements 
on Wall Street. There were reports that some in- 
stitutions shifted funds from shares into bonds. 


Banks and some securities houses were bought, , 


as were some non-ferrous metals stocks. The 
average closed at 10,806 on light turnover. 


AUSTRALIA: Bearish pressure continued over 


the period and the Australian All-Ordinaries 
Index shed another 16.1 points to close at 719.1. 

A slight firming of the Australian dollar and the 
common expectation that interest rates would 
rise in the short term have kept. buyers out of the 
market and, while some selling pressure has 
emerged, this has yet to become a significant in- 
fluence on the falling market. All sectors lost 
ground and with little good news emerging, most 


analysts agreed the market would continue slid- | 


ing. The chief concern among a number of trad- 
ers is that the economic recovery will prove very 
fragile, with few sectors expected to enjoy a 
major, sustained upturn. 


NEW ZEALAND: an attempted rally fizzled 


out rapidly followed by days when prices moved | 


down in morning trading then held in the after- 
noon. Volume tended to be low, in the wake of ex- 
pectations for a further drop in prices. At the end 
of the period, the market was again attempting a 
rally, though no real impetus had built behind it. 

The market was not helped by a renewed upward 


127.02 en 1.41 points. Trading volume aver- 
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movement'in wholesale interest rates as the. | = 


March tax drain and tight monetary policy bi 
sharply into liquidity. 


TAIPEI: share prices rose across the board after 
tumbling during the previous period, as several 
companies such as Asia Cement and Far East 
Textile announced higher dividends. The 
weighted index on the last day of trading closed 
at 884.50, up 36.31 points. Analysts warned, 
however, that the period of correction may not be 
over. In addition, conditions in the Middle East, 
especially the war between Iran and Iraq, could 
affect Taiwan's oil supplies from that region. 
Some analysts also wondered how long institu- 


tional investors — big buyers during the recent | 
bull market — would hold on to their shares. | - 
Average daily turnover was NT$2. 18 -billien 
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ss an can afford to ignore them. Nor can any 
ve or scholar or anyone who has dealings with 
Decide for yourself whether any other single 

dium puts the economic, social and political realities 
if Asia al your fingertips as does the Asia Yearbook. 


cc into greater detail, with deeper insight, to pro- 
eal book that iai er who has any dealings with Asia 










í special Section, namely (^ Commodity Futures and 
at des at the United Nations. You will find fami- 


| Power Game. Population & Food, Devel opment 
3 anks, Asian Finance, Asian Investment, SS Com- 












uth Pacific and Asian Organisations. 
| main body of the book contains chapters. on 31 
tr s. Each is divided into 3 sections — Political/ 

Affairs, Foreign Relations, Economy/Infrastruc- 


tial and. population trend to arein aid involvements 
social and. cu tural | landmarks. Each section has 
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also been supplied with a set of vital stilisties compiled 
against a master questionnare provided by Yeaphook ] 
experts. = 








How We Did It | 
Published by the Far Eastern. Fonon Review, m ya 


Yearbook is the result of thousands of man-hours dia 
every year. avery week, the Review's Sey mao AM. 





staff contribute (as they siu mairie for 25 5 years) to 
keep the Asia Yearbook pertinent.” give you. Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 
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To: Publ ications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1984 Yearbook as. 
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MIT qelcc E TEE 
Bo X 9o ha 8 V4 4 9 2 9 W.4,9 A & € TES O0 Ro o4 4 9 OB 6 a ror $ x 9 9 * t 
CMM TELLUS 
tenth Mee eS a ear cee ec Reh ei a, wh Sa eae HOG es ae te Ve Le nf ae oe ete: Sok, ia gO RS En AE 


a ee ah te Nea fe GE SR staan KU MAS TAY cap as aa OR TN Mit a M ae Sea TM UES nr RR aM RN 


"ap ELM Em E M gy Ti M OB ORY gy d 


Asia 1984 Yearbook (Soft Cover) 

Price: HK$ 150/U5$19.95/£13.00/M/S$42.50 each 
No. of copies ..— (3 by surface 
Asia 1984 Yearbook (Hard Cover) 

Price: HK$180/U8$23.95/£15.90/M/S$50.00 each 
No. of copies >o D bysurface LJ by airmail’ 
For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 per 


C] by airmail’ 





Q 
x 
ux 
o 
A 
Q 
e 





Malaysiat 


ene A in ear a e r 


8536 
5.50 
BSS 


R28 
&ab c 
7 £88 


USS= Rimb 2.0579 
USS Rouble 0.78 
USS = Kip 35.00 
USS x Dong gsgs 


Badge sting vance where available (12 Mar.) 
farstrafia t3 152 985 
Canada 10 7/5 B8 


EE HEN INN CNN 7 
CNA 15-1408 l u SEB 


?4.00 Üuutscheflank 14.44 AS MB TRU 
ECAD trgUPEB BF. FR 

EDG 10-3 BS 

SDE (4.1/4 90 

ERE H a? 


. 65.80 64.95 


dES90.-8 4905 8.690--8.700 5.998--9.000 


29.39 30:0 


 A05.00—405.50 391.00—39 5.50 AEG BB 


Currentidelivery (May; . “tas 29 30 | 7872.79.86 
Juty deitipiy. 


7 3B tdg 


Current delivery (Apr) MR m ae a ae | o Q3 730-758 


Current delivery IAD} . 26%. 90—281. Bo: 248,60—249.50 
Cocoa 
Current delivery (Mar ) 
May delivery 
Panos. 
. Current detvery (Mar j 
"OApé delivery 
` Currant delivery (May 


267 25-—268.25 


Y95—1,700 | d 815—118 1 Bii 306 


1 415—1,420 727.80--736.06 


160.50-—160.60 


USA 


HKI ED 


(Sept 
USS? 63b 


^ Bes. 000 
(Nov.- an} 
~ 882 52b 
~ 894 21b 


S512 He 
£3.35 
1878 


S$15.62b 
6.085 


5$ 
68 


USS4.14b 
(Nov) 
US$3 89b 


^M$O.01b(4) 

(Sept. -Nov ) 
-MSU 57b 
~ GO. Bb 


MS7. 120 
+8 25 
*24.30 


M$2.20b 
Du. 
ABA: 


18860« 106 
121.4 
tSept Now. 
5680 | 
2:358 


4Julyl ©: 
em 
- 16.88. 


&B 
ge 


Usst.etb 
tec j 
USS! S4b 


- Baht 18.315 
i^ug.-Oet.) 

~ Baht 22.08% 
-Bam t? tip 


Baht 36 40h 


Baht 42: 85b 


toti 
*3£5t 
+2653 


US$3 72b 
iDec. 
USEJ tah 


(Aag. -Oet i 
*U983 29b 
+ SSS 44h 


usgs hb 
eS 
+ PLS? 


5$: SOG; 


-52r 
0 T& 


1872 7851 
223.61 
tiov «dan j 
2210 
ett S4 


Fips t3.836b 
iSept i. 
ER: 
228 BH 


18785 $00 
43 

(Feb -Aprii 
«22 
€? 


£83.84b 
(duri) 
EDAM 


S83 2b 
SUBE O?b 


USSOGT Bit 
sik 
4 HE 


URSSA BO 
rro 
ad 


18802 036 
s 
gie. tats i 
+03 


| MZ currency phus ban 


index. ^4) Peninsular Malaysisomy — (5) MF definition ot reserves minus god except tor Sing 
ài at a Based onieters o credi wih Bank r ME `- ; 





TIO GR PERENNE V 
"x v 





* 


-- 





ts A ere 


PI a 


AE 
^ y" 
pet 


7 T uir nd Se SC 
CEN XGuID 
. «^ ^ 

' 


professor 








gypt’s “open door” policy, estab- 

lished during the late Anwar 
Sadat’s presidency, is being de- 
veloped with varying levels of 
bureaucratic efficiency by the minis- 
tries of President Hosni Mubarak’s 
government. Designed to encourage 
foreign investments and the develop- 
ment of import-replacement indus- 
tries among other things, the policy 
offers Asian investors, importers and 
exporters increased opportunities to 
enter a major market in the Middle 
East. 

Egypt’s private sector has some 
greeters waiting at the open door. The 
Federation of Egyptian Chambers of 
Commerce, set up in 1955 to coordi- 
nate the efforts of the country’s 25 
provincial chambers, concentrates on 
international relations. Joint cham- 
bers of commerce have been or- 
ganised to stimulate bilateral trade 
with other countries. In Asia, such 
liaison channels have been arranged 
only with India and 
Hongkong, for Egyp- 
tian businessmen have 
a "look West" atti- 
tude. 

But the federation's 
director of foreign re- 
lations has a personal 
interest in boosting 
ties with Asia. Dr 
Michel Androus is a 
of . post- 
graduate studies in 
Asian and African 
studies at a Cairo uni- 
versity. His 1960 MA 
thesis topic was the 
Congo, but he is aware 
of Asian needs. 

"Afro-Asian coun- 
tries share many simi- 
lar difficulties," An- 
drous said in his office 
in the federation's dusty downtown 
Cairo headquarters. Faded maps of 
Southeast Asia, the “China Coast and 
Korea" and East Asia decorated the 
file-crammed office. Sunlight filter- 
ed in through slatted windows, along 
with Cairo's ever-present polluted 
air and non-stop noise of hooting 
traffic. 

"India is much closer to Egypt, not 
just geographically," Androus said. 
"It knows our problems and we know 
its problems. China and Japan have 
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. understanding too." But the federa- 


tion has not yet been able to establish 
a joint-chamber arrangement with 
Japan, despite receiving a handful of 
Japanese business delegations. 
Assistant director-general Mo- 
hamed Abolfotouh is not concerned 
at the delay, however. “We are hop- 
ing to boost trade with everywhere, 
not just Asia,” he commented. Al- 
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though an Egyptian trade delegation 
visited Japan, Thailand, Hongkong 
and other Asian countries in 1982, 
Europe is always the priority target. 
Even Turkey receives at least one de- 
legation annually. 

Yet Japan is a major trade partner 
for Egypt. In 1981 it was the second- 
most valuable export market, behind 
Italy, with imports amounting to 100 
milion Egyptian pounds (E£) — 
about US$133 million at the official 
rate of exchange. However, the bal- 
ance of trade was strongly in Japan's 
favour: its exports were E£269 mil- 
lion. 

Hongkong has also been taking ad- 
vantage of apparently insatiable de- 
mands for consumer products in de- 
veloping Egypt. In 1982 Hongkong's 
trade balance with Egypt was very 
much in the territory's favour. It im- 
ported HK$15 million worth (US$1.9 
million) of Egyptian products (mostly 
cotton) and exported or re-exported 
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Cairo skyline: the door is open. - 


HK$368 million worth (mostly gar- 
ments, toys and footwear). Hong- 
kong’s 1983 statistics were signific- 
antly higher, due to a shipbuilding 
contract. Egypt’s trade balance with 
China was better, at about E£50 mil- 
lion on each side in 1979-81 period. 


he Asian department of the Egyp- 

tian Ministry of Economy, Foreign 
Trade and Economic Cooperation is 
trying to correct imbalances, as are 
Egyptian trade commissioners in 
Tokyo and Hongkong. The General 
Authority for Investments and Free 
Zones sets out to woo foreign invest- 
ors into free-trade zones. But only 
one major Asian investor has so far 
set up shop in Egypt — a Japanese 
arm of General Motors of the US has 
built a truck-assembly plant. 

The recently founded Hongkong 
Egyptian Bank, a joint venture in 








which the Hongkong Bank Group has 
a 40% stake, is expected to stimulate 
future Asian investment interest, as 
is the Cairo-Far East Bank, another 
new joint venture in which various 
South Korean banks are involved. 

As everywhere, “export or die” is a 
meaningful cliché. If it did not have 
its crude-oil exports, Egypt would 
have a very sickly economy. Expat- 
riate remittances, Suez Canal dues 
and tourism revenues are the other 
major sources of foreign exchange. 
Each has a bigger value than the sec- 
ond main export, raw cotton, the re- 
venue from which is barely big 
enough to pay for the desert country’s 
import of timber. 

What can Egypt offer Asia, other 
than traditional handicrafts, medici- 
nal plants and cotton? 
The chamber of com- 
merce federation exe- 
cutives were tactfully 
vague. “Our export po- 
tential is so diverse you 
can't put a finger on 


specific products,” 
said  Abolfotouh, a 
former journalist 


whose multilingual ta- 
lents have guided the 
federation's interna- 
tional efforts since 
1961. It is Egypt’s po- 
tential as an importing 
nation which might 
excite more interest in 
Asia. With a popula- 
tion of 46 million, 
growing at an uncon- 
trolled birthrate of a 
milion . every 10 
months, Egypt is a big market. 
Meanwhile, South Korean and 
Chinese construction companies are 
bidding for contracts for the coun- 
trys many infrastructure-improve- 
ment projects (such as the under- 
ground-railway system, whose exca- 
vation works are currently contribut- 
ing to Cairo's urban chaos). Indian 
entrepreneurs reputedly are the most 
active Asian trading partners, though, 
probably because of their cotton- 
trading interests. It was Hongkong's 
Indian Chamber of Commerce which 
was instrumental in setting up the 
Hongkong-Egypt joint chamber. 
"Maybe Indians are more in- 
terested than other Asians in de- 
veloping trade and more coopera- 
tion,” Androus commented. Also, 
maybe they are less overwhelmed by 
what Mubarak admits is a "huge 
heap of problems." — BARRY GIRLING 
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This morning, Peter Lee opened a checking account 


in San Francisco and arranged an overdraft in 
singapore with his deposit in Hong Kong - all 
through his Citibank ABC Officer. 
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Like Peter Lee, you can deposit in any major 
currency — U.S. Dollars, Yen, Deutsche Mark, 
Sterling Pound—with Citibank’s Asian Banking 
Centers (ABC) in Singapore, Hong Kong 

and San Francisco. 


Whatever your choice, you'll get very competi- 
tive rates, varying maturity periods and automa- 
tic renewal features so that your money keeps 
working for you all the time. What’s more, 
there are no withholding taxes or foreign ex- 
change controls. 


A Personal Financial Officer will be assigned 
to you. He'll put our network's extensive range 
of services to work, tailoring a package to 

meet your specific needs — all handled in the 
strictest confidence. He willalso make credit 
facilities available to you wherever you are. 


Whether it's deposits, foreign exchange 
services, investments in precious metals, 


mortgage financing or transfer of funds to any 
part of the world, you'll enjoy the benefits of 
banking with Citibank — the world's leading 
financial institution with over 2500 branches 
and offices in 96 countries and assets exceeding 
130 billion US Dollars. 
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Mail to: Asian Banking Center, Citibank, N.A. 
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è Singapore: One Shenton Way, Singapore 0106. Tel: 224-5757 Telex: RS22462 CITABC or 268 Orchard Road, Yen San Building, Singapore 0923. Tel: 732-2288. Telex: RS37446 CITABC 
* Hong Kong: Wheelock House, Pedder Street, Central, Hong Kong. Tel: (5) 223-022 (or call our Hot-line (5) 299-166 to enquire about the nearest Citibank branch) 
€ San Francisco: Citibank International, 44 Montgomery Street, 40/ F San Francisco. CA94104 U.S.A. Tel: (415)954-1172/(415)954-1101. Telex: 278374 
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the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircrafts operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 

{=z - advantages of the Nomad — 

POACHING FISHERMAN i. -genediogy. uw 

É spotted easily in HÀ Features like low ser vice SMU 
weather than, n radar. MESH maintenance costs, 

vide AER unsurpassed crew vision and 


AN 
LER 


ed at night b; 


and appreh 
by Sea patroj ded 


~- Ocat 
aircraft 


HE Nomad Searchmaster 

is a unique and proven 
;atrol aircraft, that represents 
the best maritime surveillance 
vackage currently available for 
:oastal surveillance. 

The range includes the 
Searchmaster ‘Lima’ with chin- 
mounted radome equipped 
with 360° Litton search radar. 

‘Sublima’ with nose- 
mounted 240° radar or ‘Bravo 
vith forward-looking 120° 
Jendix larget radar. 

Nomad Searchmasters 
Nave proven their efficiency 
n the protection of off-shore comfort, real low- | 
'esources, control of illicit speed manoeuvrability z : 


zrade and entry, and security and outstanding : B — ui 


of coastlines, shipping and STOL capability. @& er er , 
-oastal waters. Searchmaster ~~ NO VL 
Designed primarily forall ^ comes with full eai e can Meer 


weather surface surveillance, ^ technical and spare-parts SEARCHMASTER 


:he Searchmaster offers all back-up through the wide 


resources of the Australian 
Government and its aircraft 
factories. 
For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 
"d 320/ AUSTRALIA. lelex: 
ILLEGAL Sot Gran : DEPRODY AA 30252. 
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SEE US AT THE ASIAN AEROSPACE EXHIBITION, STAND 546, SINGAPORE CHANGI AIRPORT 18-22 JANUARY 1984. 
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Whatever your copying task, there is a superbly w 
engineered Sharp copier all ready to perform it. is 
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Basic Compact 
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Expandable Copier 





Does your office demand speedy 
copywork? And versatile copywork, 
Y SF-461 Automatic Document Feeder ^. 4 X like enlargement/reduction? Maybe 
P d you want to keep your options 
open for the future with automatic 
sorting and document feeding 
potential. To satisfy these needs 
choose the SF-900, Sharps New 
Business Copier. 

Are you in the market for a 
Pus | compact, deskside copier, capable 
um o pu o t of fulfilling basic needs at a basic 
lv ee E eme me my price? Then choose the no-frills 
SF-755. 

If you're looking for something in 
between the SF-900 and SF-755, 
Sharp has additional models to 
measure up to your particular 
standard. 
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An 
airport hotel 
where youd 


never expect 
to find it. 





An airport hotel in the 
heart of the city? 


Yes, because in Hong Kong 
you're never far away from 
anywhere. And even 
though we’re next to the 
airport you’d never know it 
because we're also the 
quietest airport hotel in the 
world. Apart from our 
superb location we also 
delight in surprising you 
with first class service, food 
and accommodation. 


And the best surprise of 
all — our rates. They're 
unexpectedly reasonable. 


REGAL 


MERIDIEN 
AAA AIRPORT HOTEL 


HONG KONG 
GROUPE AIR FRANCE 


Where you can expect 
the unexpected. 


For information or reservations, contact 
your travel agent, any Air France office, 
Meridien hotel or Regal Meridien 
Airport Hotel Hong Kong, Sa Po Road, 
Kowloon. Telephone: 3-7180333. 
Telex: 40950 HOMRA Hx. 
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Old Homes of Bangkok — Fragile Link 
by Barry Michael Broman. DD Books, 
Bangkok. Baht 395 (US$20). 


angkok, famous for many things 

from massage parlours to floating 
markets, does not count fine architec- 
ture among its more obvious features. 
Nevertheless, tucked away behind 
klongs, or canals, and lush greenery, 
are some very fine houses: mostly in 
the hands of a small elite, they are 
obscured from the gaze of the general 
public. Old Homes of Bangkok, then, 
allows us all to take a look at some of 
the city's hidden architectural trea- 
sures. 

Formerly a small fishing community 
on the Chao Phraya river —— 
known as the Village of the | 
Wild Plum, Bangkok became yum 
a city in:1782, when King 
Rama I moved the capital 
from the old site at Ayudhya. 
This era marked the zenith of 
European imperialism. But 
the Thais, instead of being 
colonised by a Western power, 
colonised themselves — or so 
former prime minister Kukrit 
Pramoj puts it in his fore- 
word to the book. What is 
meant is that Western cul- 
tural trappings were not im- 
posed from outside, but ea- 
gerly adopted by the Siamese 
themselves. 

This is certainly reflected 
in the city's early architec- 
ture: Government House, 
built by King Rama I, is a 
wonderful mixture of Eng- 
lish Gothic and Indian 
Mogul; the Grand Palace, 
constructed during the last 
years of the 18th century, re- 
sembles a French chateau 
with a Thai temple stuck on 
the roof. Almost as ornate is 
the prime minister's official 
residence — Ban Phitsanuloke — 
which looks like an Anglican cathedral 
in India with its spire lopped off. 

Of course, there is nothing wrong 
with hybrid architecture — like hybrid 
people it is often much more interest- 
ing than the purely native. But 
Bangkok is the capital of Thailand 
after all, and one wonders where the 
truly traditional Siamese style has 
gone. Well, it is there too. Curiously 
enough, however, the best preservers 
of the Siamese architectual tradition 
often have been foreigners — contrary 
to the common assumption that West- 
erners have been responsible for cor- 
rupting delicate Asian tradition. 





Kukrit's home: hidden treasures. 


Ing on the past 


One of the best examples of a care- 
fully preserved Thai house is the pri- 
vate residence — now a museum — re- 
constructed from parts of six old 
houses by the late Jim Thompson, who 
revived the Thai silk industry and later 
mysteriously disappeared while on 
holiday in Malaysia in 1966. Standing 
on the Maha Nag klong, this building 
was put together in the typical Thai 
fashion — the old houses, or parts of 
them, being transported from 
Ayudhya province for reassembly in 
Bangkok. Thai houses, like traditional 
Japanese houses, are made of wood 
and can be taken apart and rebuilt 
easily. 

Other fine examples of tradition: 
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Thai houses brought to the capital 
from “up-country” are Kukrit’s pri- 
vate residence and a wonderful set of 
houses owned by Rolf von Bueren, 
another foreigner with a taste for high 
Thai culture. Von Bueren’s collection 
includes a dining pavilion converted 
from a northern Thai rice barn. 
Certainly, Old Homes of Bangkok 
provides a glimpse of an aspect of the 
city which to many would otherwise be 
denied; the photography and printing, 
however, do not always do the subjects 
justice. And the number of typographi- 
cal errors in the text suggest that a 
good proofreader would not have come 
amiss. — IAN BURUMA 
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45g says it all. 
And it tells you a lot about Citizen. 


ee Citizen Exceed-Z 
S weighs an incredible 45 qrams—together with its band. 
It is also the thinnest watch in the 3-atomosphere water-resistant category. * 
Everything about the Exceed-Z is a demonstration of Citizen technology at work to combine form 
and function in a supremely fine dress watch, exquisite to look at, sheer comfort to wear. 


The movement measures a tiny 0.98mm, 
and its housing is a case of superhard alloy, itself an elegantly slim 2.88mm. 


CITIZEN QUARTZ 4—XCEED-7 FromThe Exclusive Collection 


ERR 
®CITIZEN 


w The art and science of timekeeping 
*A watch's ability to withstand normal exposure to water and moisture: rain, perspiration, hand-washing. etc 
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EINEN U Cone “ica Clears the Decks 
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Carrots and Sticks 
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INVESTMENT 
Jardine's thistle: old and new. BANKIN G FIRM 


Prickly point 





Christopher Wood, in the opening wishes to recruit experienced 
paragraph of his exhaustive article on H K b d 

Jardine Matheson [15 Mar.], intimated 

that Jardines now "faces perhaps its ong ong ase 


severest identity crisis." It would seem 


he is right, as the corporate symbol by 
which you sought to identify the com- MERCHANT / 
pany throughout the article was re- 
laced on 1 January 1982. "—€—— ——— PONI TEES 
J. A. VAUGHAN-RUSSELL 


Manager, Corporate Affairs 
Hongkong Jardine, Matheson and Co. 
By the people... 
Brunei is now celebrating its indepen- B ANKERS 
dence, a status aspired to, and rightly 


so, by all people experiencing colonial 
rule. But independence becomes 


meapingiy Dind EEEE re with in-depth exposure to and identifiable “closing” experience in 
to determine its own future freely and the following categories: 


justly in all economic, political, social 


and other fields, for the interest and (_] Euro-capital markets 
progress of the large majority of com- C Yankee debt/equity markets 
mon people. O Private placement markets 

In giving independence to Brunei, CJ Interest rate and currency swaps 
the British departed from previous O M/A5 and leveraged buy-outs 


practice: they did not first establish a 
government elected and participated 
in by the people. Furthermore, many 


O International Corporate Finance 
C) Commercial paper 


political detainees, mainly from Partai LJ U.S. real estate 
Rakyat Brunei, who were arrested by [ ] Financial Futures 
e British following the Brunei revolt , 
p- than 20 years ago, have still not Candidates should have at least 5 years in-depth experience with 
een freed. a major international merchant bank. All positions will be based 
ioco 2 e ME A the in Hong Kong and are likely to require some travel in the 
ceieDration o runel S indepenaence, 1 1 1 
Partai Sosialis Rakyat Malaysia calls Asia/ Facific region. 
upon the Brunei Government: Prudential-Bache Securities is one of Wall Street’s largest and 
» To hold a free election as soon as most dynamic investment banking firms in terms of capital, 
possim euable wider participation professionals, products, distribution capabilities and forward 
ge ee government momentum. Its parent, The Prudential Insurance Company of 


» To release without condition all po- 


litical detainees held during British America, controls assets of U.S. $85 billion. 


jns TAEA dee Forward detailed resume including passport-size photograph by airmail 
Partai Sosialis Rakyat to: 

Kuala Lumpur Malaysia J. E Frowein 

Indonesia's blacklist Mpnaping Director 

Juwono Sudarsono [THE 5TH PRUDENTIAL-BACHE SECURITIES INTERNATIONAL 

COLUMN, 1 Mar.] presented a cogent 100 Gold St., New York, N. Y. 10292 

view of how the Western media tend to (Telex New York 661523) 

play down or denigrate news about the ; 

developing v wo fall i € he Preliminary interviews will be held in Hong Kong in April-May, 1984. 

dis Ap Sae i AE SANE pnr aeg No references will be drawn without the applicant's approval. 


his own country. For example, he said 
that stories about "black  non- 
superstar dissidents" in South Africa 
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WHERE THE WORLD IS AT HOME 


A gracious welcome awaits you at the Hilton International Hotels in 
Melbourne, Perth, Adelaide; Sydney and Sydney Airport in Australia. 
The American Express Card, too, is always graciously welcomed. 


Hilton International Asia Pacific: Adelaide, 
Bangkok, Guam, Hong Kong, Jakarta, Kuala 
Lumpur, Lahore, Manila, Melbourne, Okinawa, 
Perth, Seoul, Singapore, Sydney, Sydney Airport, 
Taipei. Under Construction in Karachi, Petaling 
Jaya ( Malaysia) and Tokyo. 





TheAmerican Express Card. 
Don't leave home without it. 
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or Namibia are pushed to the bottom of 
Western news columns by the likes of 
superstars such as Lech Walesa. But 
what of the black dissidents of the 
OPM (Free Papua Movement) in Irian 
Jaya who are kept out of the Indone- 
sian media almost entirely because of 
the government's censorship? 

Even the name of the guerilla or- 
ganisation is on the official blacklist 
(like that of the South-West Africa 
People's Organisation in South Af- 
rica). The Melanesian resistance may 
only be referred to as “GPL,” meaning 

“wild terrorist gangs.” In contrast, the 
Australian media, so hated by J akarta, 
has given prominence to reports on the 
latest clashes between OPM suppor- 
ters and Indonesian troops. 

The anger of the indigenous people 
of Irian Jaya is intensified by the fact 
that local grievances can rarely be 
aired in the national press. No wonder 
Juwono derides the Western belief in 
free flow of information as an “out- 
moded doctrine.” As the rest of your 
cover story showed, the concept has 
largely become outmoded in In- 
donesia. One wonders how much of 
your story got the customary treatment 
with the black ink. 


Bondi, NSW ROBIN OSBORNE 


Amber or red? 

Your article 
Amber, but not 
green [9 Feb.] cor- 
rectly points out 


that optimism 
over 1997 is still 
barely justified 


despite efforts made by both the 
British and Chinese governments. 
While I believe both governments are 
sincere in all their statements and 
proposals, they have failed to buttress 
local public opinion or dispel the 
masses' confidence crisis. People may 
seem optimistic: but how deep is that 
optimism? 

During Chinese Premier Zhao 
Ziyang's visits to the United States and 
Canada, he repeatedly promised that 
the existing economic and social and, 
possibly, political system of Hongkong 
would remain for another 50 years. The 
promises may suffice for such foreign 
diplomatic exchanges, but not for the 
people of Hongkong. 

On the one hand, there is the glorious 
future of self-administration for the 
next 50 years. On the other hand, 
Hongkong's citizens are still to be 
excluded from the negotiations. This 
very exclusion only casts doubt on 
whatever statements are made by Zhao 
or any of the Chinese officials who so 
enjoy dispensing arbitrary views to the 
eager Hongkong public. 

But the greater the anticipation, the 
greater the disappointment will be. Al- 
though the Hongkong stockmarket 
quickly rose following Chinese reas- 
surance of 50 years with no change, the 
next proposal about representation in 


GIVE CROSS. 
IPS GOOD FOR 
BUSINESS. 


Stimulate sales, recognize 
achievement, or express gratitude 
for a business friendship. The gift 
of a Cross Fountain Pen and Pall 

Pen in 14 karat gold filled will 
always leave a lasting impression. 
For helpful information, write on 

your company letterhead. 
A.T. Cross Co., 45 Albion Road 
Lincoln, R.I. 02865, U.S.A. 
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British and neutral. " Instead it should 
be based on division by district or by 
political interests, though the latter I 
-doubt will ever be tolerated. 
e Hongkong Government is also 
oping to instil confidence through re- 
forms such as expanding the member- 
‘ship of district board members in the 
"Legislative Council (Legco). However, 
“I doubt the effectiveness of such mea- 





















e politically apathetic. Such indif- 
ice was well demonstrated by the 
rnout at the district board elec- 
ast September when only 12% of 
illion eligible voters registered 

te and only 35% of those actually 

oted. 

! und oum exists when chan- 







ò e, teue s gepreseritation remains 
deal on paper. 

In view of the: political factions in 
China and the weak. legal system, 
proposals by even the head of state are 
l ough..What should be pressed 
$ . international surveilance to 
:guard against any future abrogations 
by the Chinese Government. Yet the 
MS. Government has already adopted a 
‘hands-off position. Optimism? Let's 
keepo our de crossed! 


CISSY K. Y. HUI 
















China will n not gain any “face” by tak- 
tity besto HoSK ORE. Vah is an en- 





Te Mem hurt its own ad 
image of m 
h a’s 












otas summary executions. Tt has 
Marted a new purge. Notwithstanding 
Claims to the contrary, China's con- 
tution remains a summary of cur- 
p opaganda themes rather than 

;hich the government abides. 
ough its 35-year history, the 





ears. One ought to 
ptically the practical val- 
re gaing AAT s fu- 








n oor S ntondtional | 'eleinent. 
wich. made Hongkong what it is. A 
“comparison with the stale and shabby 









Po Peng, m 


ures as the Hongkong public is known | 
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adversaries, 
Montreal 


Ee d at 
In perspective 
As someone who considers Nick Joa- 
quin an over-rated writer, I think that 


'READER' 


lan Buruma has put in proper perspec- 


tive the Filipino who has been labelled 
as our "foremost" writer for far too 


long [2 Feb.]. 


Joaquin has been rehashing and re- 
working his nostalgia for our Spanish 
colonial past and making anti-Ameri- 
can noises (while glibly writing in 


. Americanese) for so long that he has 





father’s death.. | 
my attention. that through a typing 


become a tiresome bore. Small wonder 
that the younger generation of 
Filipinos consider him a curiosity — if 
they consider him at all. 

. Buruma's article has succinctly de- 
scribed the dilemma inherent in 
Filipino cultural life. It reinforces my 
belief that, as the Irish are known to 
produce geniuses but no talent, the 
Filipinos produce a certain amount of 
talent but no geniuses. 
Hongkong 


Rushdie and Mrs Gandhi 

In my article Prizewinning memories 
[1 Sept. '83], I quoted an example of 
author Salman Rushdie's attitude to 
Indian politics. Rushdie had written in 
his best-selling 1981 novel Midnight's 
Children: "It has often been said that 
[Indian Prime Minister| Mrs Gandhi's 
younger son Sanjay accused his 
mother of being responsible for his 
" It has been drawn to 


RENATA LOPEZ 
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Offered by the Finance Faculty of the Sloan School of Management, MIT 


ference Center. 


modernisation, against the wish of dts 










Modern Concepts in Financial Manage 
July 8—13, 1984 


An intensive one-week program for corporate financial executives. The 
program presents the latest evidence on how financial markets work and 
how real and financial assets are valued. It describes the practical application 
of this knowledge to the major investment and financing decisions facing the 
corporation, including capital investment decisions, lability management, 
valuing merger proposals, and the proper use of finance theory in strategic 
planning. The program will be conducted at MIT's Endicott House and Con- 


Detailed Program description is available from the Director of the 

Summer Session, Room E19-356, Massachusetts Institute of Technology. 

Cambridge, Massachusetts 02139. Telephone: (617) 253-2101; 
Telex: Ia: 1473; Cable: MIT CAM 


tive, which you commented upon. 


times, sale: iH 






y purpo: mercis 
how an E ud ladan wri 
in England sees the political : 
the land of his ancestors and to ir 
readers of what had already Eb 
broadcast in numerous editions ¢ 
book throughout the English-sp 
world, including India itself. I do 
associate myself with Rushdi 
gestion, andi regret any distr 
may have been caused to M 
London DICK WY 
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be E S that ee pany DE 
which the advertisement was 
had had a lockout for two yes 


very doctis, "With his backa 
series of advertisements was de HI 
culminating in one for a chief execu: 


The response to the advertisement: 
was fantastic, both in terms of quan 
tity and quality of people who havi 
shown . interest. Advertising is, 
nship in print. These a: 
vertisements not only attracted atte 
tion, but delivered the goods. | 
Bombay Prof. ASGHAR A. KARTS 
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TUNG CENTRE, Singapore — a 
landmark in quality and excellence 
— ultra-modern in every detail, with 
superb uninterrupted views of 

the sea. 


* An imposing 24-storey building 
on Collyer Quay, 200m from the 
General Post Office. 


* Two minutes walk from the heart 
of the business and financial 
district at Raffles Place. 


* Excellent vehicular access which 
will be enhanced by the Raffles 
Place MRT central station. 

* Visually striking anodised 
aluminium ‘curtain wall’ with 
a sea-green double glazed 
facade. 


EXPECTED DATE OF COMPLETION, END 1984. 


EC = | 3 
TUNG CENTRE | 





* Uniquely impressive entrance 
concourse finished in granite 
and mirror finish stainless steel. 

* Efficient floor layout for greater 
flexibility and maximum 
enjoyment of the sea views. 

* Total nett lettable area of 
901 sq. m (9698 sq. ft) on each 
typical floor. 

* Eight microcomputer controlled 
high speed passenger lifts, with a 
separate service/firemen's lift. 

* [nter-floor staircases may easily 


be installed for multi-floor tenants. 


* Private executive and staff 
washrooms finished in marble 
with stainless steel accessories, 
and a fully fitted pantry on 
every floor. 


MPMDISSION— € 
Came. 





Government Copyright Reserved 4 


Developer 


Island Investment & Agency Corpn Ltd 
(Incorporated in Hongkong) 


Singapore Branch Office: 

11 Palmer Road # 04-01/03 Phoenix Building 
Singapore 0207 

Tel: 2239344 TIx: RS21369 


Sole Marketing Agents 


MET Jones Lang Wooton 
W W International Real Estate Consultants 
65 Chulia Street # 39-03/08 OCBC Centre 
Singapore 0104 

Tel: 5323888 Tix: RS23108 





20th Floor, Prince's Building, Chater Road, 
Central, Hong Kong Tel: 5-217171 Telex: 74247 
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Iova auod ute eiii 


in Dutch colonial days, Batavia was a sleepy little town with no more 4 





population of nearly 7 million and is growing fast, to a projec 
lion at least by the year 2005. It is also a sprawling, unplan 
with a horrendous transport problem and an even worse water 
ply problem. But the indonesian Government is not standi g 
nswer is to make Jakarta, in a way, even bigger by amalg 
with the cities of Bogor, Tangerang and Bekasi, forming anew megal 
In the first of a new series on urban Asia, Michael Specter reports 
today, but possibly no jam tomorrow. Pages 23-28. 


Cover photograph by Nu-Age. 


























Pages 40-42 
Thailand is told that its opium 
crop-substitution programme is 
not enough — enforcement is 
needed, too. 


Page 62 E 
Thailand jM 
uota 
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Page 46 : 
Adventurer Naomi Uemura dies as 





| again with anther ‘contravercial 


"ittement he lived — a man alone against the | 


elements. 











some member nations. | 



























age 18 . | | Page 84 
. Hongkong's Legislativ Page 56 | Pow E TER 
E amban i ities Britain oe Coe geal d di diee of how the | Japan's steel indu 
T^with adel . | Philippines. inflated its reserves | ihe Á 
a arte Tor agay mile der figures. Meanwhile, a report | in a time of shortage. 
| shows it is not alone. | 
. | Page 38 ; | Page 86 
|. The new United Nations aid chief | Page 60 | Although a pla 
or Cambodia is a general without | Malaysia moves more rapidly to- sharehokde t 
ar ! as many of his top staff | wards closer economic ties with | r 
Islamic countries. | pr oblems. 
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Narcotics: A deadly export comes | 
home to roost among the youth | Borrowings: Dhaka goes 
of Pakistan ue. 48 | cCOmmercial o e s ls 
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an "and the Soviet Union 
d their governmental re- 
is out of the deep freeze 
g talks in Moscow on 12- 





March, but diplomatic ties 
in. chilly and several 


ions any time soon. 


Y, gu two gei. — rep- 
inted by Japanese Deputy 
reign Minister Toshijiro 
ikajima and his Soviet 
ounterpart, Mikhail Kapitsa 
scheduled trade discussions 


adiness to negotiate a pact 
avoid double taxation. They 
Oo agreed to sponsor film 
als in each other’s coun- 
;, and the Soviets said they 
| give serious considera- 
o Tokyo' s request to 


ines jet was shot down by 
ighters in September 
an action which further 
ed Japan- -Soviet ties. 

~~ MIKE THARP 


ia toughens 
press laws 
falaysian . Government 
ed an amended Print- 
tresses and Publications 
hich will considerably 
e its powers over 
eign and local publi- 
. The new act will re- 
foreign pubscsuons to 





ar -to dace any court ac- 
ainst their publica- 
-It also increases penal- 

offences under the law 
€ previous maximums 
00 (US$440) or one 

ail to M$20,000 or 





o the United States and 
da on 19 March, calling 
spension of all US aid to 
ountry until there had 
restoration of democ- 
; While in Washington he 
‘Deputy Assistant Secret- 
of State for East Asia and 
Paci fic, John Monjo. 

zas a modest welcome 





erate 


pending problems pre-. 


ludea meaningful thaw in re- 


June and indicated their 


ilipino 
Benigno | 


T +500. 


Filipino opposition 
leader Salvador Laurel, who 
was received by Vice-Presi- 
dent George Bush and Under- 
Secretary of State Lawrence 
Eagleburger. Although he im- 
pressed officials, the fact that 
he. does not head a political 


party and that he has been 


calling for a boycott of elec- 
tions unless President Fer- 
dinand Marcos relinquishes 
his special powers, makes 
Aquino less attractive to the 
US. — NAYAN CHANDA 


Ershad's about-face 
avoids showdown 


By postponing the upazilla, or 
sub-district, elections only six 
days before they were sche- 
duled for 24 March until after 
presidential and the par- 
liamentary elections are held, 
Bangladesh President H. M. 
Ershad has successfully avoid- 


ed a head-on confrontation 


with the opposition. 
The decision came as a sur- 


prise. Only the day before, the 
"election commission had de- 
 clared that the upazilla elec- 


tions would go ahead, opposi- 
tion protests notwithstanding. 
"The. sudden about-face re- 
flected. the administration's 
indecisiveness, and possibly a 
power struggle within the rul- 
ing military caucus. The presi- 
dential and parliamentary 
elections are still planned for 
27 May; the opposition wants 

the parliamentary poll first. 
— S. KAMALUDDIN 


Thais claim compensation 
for Burmese incursion 


The Thai Government is 


.j claiming compensation from 
Burma following an incident” 


on 12 March in which Burmese 
troops allegedly intruded into 
Thai territory and clashed 
with a platoon of Thai border- 
patrol police — killing two of 
them and badly damaging two 
armoured personnel carriers. 
The Burmese have officially 
denied the incursion, conced- 
ing only that some artillery 
shells had landed on Thai soil. 
| The incident occurred dur- 
ing the Burmese army's cur- 
rent campaign to seize the 


| Karen rebel camp at Maw Po 
Kay, on the Thai-Burmese 


border. The official Thai ver- 
sion of the clash is that 200 
Burmese troops crossed the 
Moei river, which marks the 
border, in an attempt to attack 
the Karen camp from Thai ter- 
ritory. Thai military sources 
told the REVIEW that the 
number of troops was closer to 
~~ RODNEY TASKER 














Ford Motor to close 

its Philippine operation 
Ford Philippines, a subsidiary 
of Ford Motor Co. of the Unit- 
ed States, 
plans to shut down operations 
completely, becoming the sec- 


ond of five car companies. in- 


the Philippines’. Progressive 


Car Manufacturing Program- | 
me to go under. The first was | « 
former Volkswagen assembler | 1 
DMG, which was replaced by | M 


Pilipinas Nissan in 1981. 

Ford Philippines, estab- 
lished in 1967, has been run- 
ning losses averaging close to 
P30 million (US$2.14 million) 
à yearsince 1970 and company 
president John Sagovac an- 
nounced before dealers on 20 
March that current conditions 
in the local car industry did 
not hold any promise of a 
turnaround. (Car assemblers 
are among the sectors of 
Philippine industry reeling 
under the effects of the cur- 
rent foreign-exchange drought, 
which prevents them import- 
ing needed supplies and 
spares.) — JOSE GALANG 


Ra tpones plans 
for Gasco relisting 


Financier Jim Raper's Hong- 
kong vehicle, Gasco Invest- 
ments, announced on 21 
March that it has postponed 


plans to seek a relisting on two | 
 NT$141.89 billion, absorbing . 


of Hongkong's stock ex- 
changes by a placement of 
shares owned by Berriedale, 
the Raper-controlled Gasco 
holding company. This deve- 


lopment followed a meeting. | 
on 19 March between Com- 


missioner for Securities 
Robert Fell and representa- 
tives from the Far East and 


Kam Ngan exchanges, the two | 


on which Gasco was seeking a 
relisting. 

The sudden change of plan 
came at the very last minute, 
after a final prospectus had 
been approved (REVIEW, 22 
Mar.), and is thought to reflect 
misgivings within the local fi- 
nancial community over the 
return of Gasco at a time when 
manufacturing companies are 
queueing up to go public. 

— CHRISTOPHER WOOD 


Andres Soriano Jr 

dies in Madrid 

The Philippine industrialist 
Andres Soriano Jr, chairman 
and chief executive of the 
country's largest conglomer- 
ate, San Miguel Corp., died on 


18 March in Madrid, of undis-. 


has announced | 


the deficit, the government. 





: , had been undergoing 

treatment since a  brain- 

tumour operation in 1982. 
Soriano’s death, in. the 


| ain Battle of last year’ 8 board- | 


Taiwan’ s Executive Yuan has | 
sent to the legislature the cen- ^" 
tral government's budget for. 
fiscal 1985, starting on 1 July ^ 
1984, calling for an increase in- 


expenditures of more than. 
‘11% over the current year, 


when the government sliced 
spending about 4%. Total ex- 
penditures of NT$359.81 
lion (US$8.99 billion) will 

ceed projected revenu 
NT$29.86 billion. To make up 












plans to issue bonds wor 


cumulated surpluses 
previous years. 

Once again, national d 
fence and diplomacy receive 


from 


the largest share of govern- 
ment spending. Although this 
marks an increase of NT$8.9- 
billion, it represents a decline. ., 
from 41.1% of the total in fi 
cal 1984 to 39. 1%. DDR 






apore, eres š 

operations on 18 Feb- 
ruary, will operate initially at `. 
60-70% of capacity in its ^. 
ethylene plant. That facility 
has a capacity of 300,000 ton- 
nes a year, with downstream 
plants including 120,000 ton- 
nes a year of low-density 
polyethylene, 80,000 tonnes of 
high-density polyethylene 
and 100,000 tonnes of poly- 
propylene. 

Ethylene oxide and glycol 
plants are under construction 
and until they are completed, 
the main facility will operate 
at less than 100% capacity. 
Products from the complex 
will be sold in Southeast Asia. _ 









This aerodynamic extension to the wing of Northrop’s new 
F-20 Tigershark increases the size of the wing by only six percent, but 
adds 30 percent more lift. Increasing performance. Enhancing Tigershark 
maneuverability and stability. Another example of Northrop’ efficient 
use of advanced aircraft technologies. 


Northrop Corporation, 1800 Century Park East, Los Angeles, California 90067 USA 
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Making advanced technology work 
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Efficiency. Business in Asia has | Hamburg - Bangkok 


undergone sweeping changes away from the historical pattern of com- | Bombay - Colombo 
modities shipped West and manufactured goods shipped East. With grow- | Hongkong : Jakarta 
ing diversification and sophistication the economies of Asia have become | Karachi - Kuala Lumpur 


strongly export-oriented. Lahore - Macau Manila 
As a result speed and efficiency in banking on a worldwide Pusan - Seoul - Singapore 
scale have become a vital need for a demanding clientele. sydney - Taipei - Tokyo 


Eurasbank has built a reputation for efficiency during the | Head Office: 
past decade. Quick documentary transactions. Fast decisions on financing. Neuer Wall 50 
Sound advice on project finance. Immediate access to a broad branch | D-2000 Hamburg 36 
network in Asia linked to a strong base in Europe. Telephone 3 6146-0 
Eurasbank means efficiency, in any currency. Telex 215 224-D ea d 


European Asian Bank 


The European bank for business in Asia 
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Lloyds e h s placed 
: ar-risk. poem on 


‘radio uiia to 
ts aging transmission 
on the island. Sri Lanka 
m so far on the 
gned i in December 


RU its elatively small 
transmitters with three 500-kw. 
medium-wave and two 240-kw. 
-| short-wave transmitters to be 
.. used both for radio broadcasts 
«4 and relaying US diplomatic 
messages. À verbal protest by the 
Soviet ambassador last year was 
countered by Colombo with an 


Am temen 


ietnamese Foreign Minister Nguyen 
"Co Thach arrived on an official visit (14 
Mar.) The government approved the 
gradual withdrawal of Mirage fighters 
from Butterworth airbase, Malaysia (15 
Mar.). Aman tried to attack Thach during 
« protest by. 2,000 anti-Hanoi de- 
strators in Canberra, it was reported 
Mar.). About 500 protesters, mostly 

m eas’ ees anne met 


hes Benen cupo ten s 
President H. M. poorsha 


= 
A 


f 
| 
l 


offer to lease land to. his country 
for identical facilities on 
identical terms if desired. 


MAKING WAVES 

While the Sino-Vietnamese 
border has been relatively calm, a 
new kind of war has been nette 
up between thetwo countries — 
radio war. On 8 March a new 
Vietnamese-language radio 
station calling itself " Vietnam 
Resistance Radio" went on the 
air. Intelligence analysts believe - 
the station operates from China. 
This elandestine station seems to 
be a Chinese response to the two 
clandestine Chinese-language 
stations — "Spark" and "October 
Storm" — which the Vietnamese 
are reported to have been running 
since late last year. These two 
stations broadcast what they 
claim to be the opinions of 
Chinese dissenters opposed to the 
policies of Deng Xiaoping. 


CLOSE ALLIES 

West Point-trained Maj.-Gen. 
Pichit Kullavanich is likely to 
become commander of Thailand's 
important 1st Army Region in a 
new military reshuffle expected 
to be announced in April. Pichit, 
currently deputy regional 
commander and commander of 
the Bangkok-based 1st Division, 


shot dead 14 people and wounded more | 
than 40 when they opened fire on a para- | 
militarv patrol at a sports ground in Man- | 


ipur state, it was reported (15 Mar.) 
Swami Dhirendra Brahmachari was ar- 
rested in' connection with the import of 


gun barrels, the Press Trust of India (PTD | 
said. Sikhs shot dead twotrain passengers | 


ina fresh outbreak of violence in Punjab, 


PTI said (16 Mar.). A senior police official | 
and three other people were killed in | 
Hindu-Muslim rioting in Calcutta. (18 | 


Mar.). Five people died in a dockside clash 


involving strikebreakers and police in the | 


port of Paradip (19. Mar.). Prime Minister 
indira Gandhi extended 


the main Sikh student union (20 Mar.). 


| INDONESIA 


Four Irianese who took refuge at the 


the period of | 


| SOUTH KOREA 


presidential rule in Punjab and banned | 


| tions to 
ji more than 
| staff 


"Dutch Embassy in Jakarta left for the | 
|j reported (18 Mar). 


| TAIWAN 


| Netherlands, Antara newsagency said (14 
| Mar). Son Sann, prime minister of the 
| Democratic. Kampüchea coalition, ar- 
| rived (17 Mar). 


MALAYSIA - 
The gover nment introduced a bill in 
Locros to increase its power over the 


i 
E 
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f 
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has become ; 

the military: 

to Bangkok in ! 

abortive April I! 

Political observe 

watching the reshuf 

pointer both to tbe f 

army hierarchy an 

ambitions of Thailan TS 

commander and army ` 

commander Gen. Arthit . 

i who counts Pi tui 

nior allies. 


The fortheom | 
United States A 
Michael Armacc 
Philippines to taket 
undersecretary of st 
political affairs in V 
from Lawrence Ea 
may bring only ct 

the Manila regim 
m urder of opp 

Benigno Aquin 1 
relations with Imelda? 
soured because of his t 
public criticism of the 
policies. His proposed 
replacement, Stephen Bosw« orth, 
a career diplomat without ans 
background in Asia, is likelv tà 
be less aggressive. But in his new 
powerful post Armacost is sure to 
keep his special interest in the 
Philippines. 


regime's 


printing. import and distribution 
foreign. publications. The main Chine: 
party, the Malaysian Chinese Associ 
expelled 14 leading members clon 


| two deputy ministers, it was reported (IF 


PHILIPPINES 


The United National Democratic Or- 
ganisation, the PE bed alllanee 
said it would field a full list of candidates 
for the May national assembly elections. 


| despite a re fusal by the elections commi 


sion to recognise i itas a national party (1i 
Mar .). 


Students demanding more direct elec- 
student-union bodies | ini eco. 
Lg members ar dup ei ; 
during a fwo- hou: ur 
Chonnam University 1 


Military authortties. said 
risoned on the off | | 
the Taiwan Strait: 
cargo ship was shi | 
any commercial ship (it Mar. 


troops gar- 


— RR 
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By James Clad in Kuala Lumpur 
he row which, with barely con- 
cealed bad temper, has been 
building up within the Malaysian 
Chinese Association (MCA) — the 
leading Chinese political party within 
Malaysia' s ruling National Front coal- 
ition government — reached the point 
of no return on 19 March. 

Citing attempts to “destroy the 
party,” acting MCA president Datuk 
Neo Yee Pan announced a decision by 
the MCA disciplinary board to expel 
Tan Koon Swan, a party vice-presi- 
dent who had been widely expected to 
challenge Neo for the MCA presidency 
at the party's general assembly, now 
scheduled for July after being put back 
from June. Thirteen of Tan's support- 
ers were also expelled. 

The expulsions have thrown Tan's 
plans into disarray: He and his col- 
leagues were removed in the most seri- 
ous top-level mass expulsion the MCA 
has experienced, though similar spec- 
tacles occurred in the 1970s — once in 
1973 and again in 1979 when more 
than 100 party officials were asked to 
leave during a fight for the presidency. 
Those expelled on 19 March included 
Deputy Finance Minister Datuk Ling 
Liong Sik and a deputy minister in the 
Prime Minister's Department — and 
until 19 March MCA youth leader — 
Datuk Lee Kim Sai. Seven elected 





members of the party's central com- 


ittee also were among those to go. 

The party disciplinary board is 
headed by Minister of Labour Datuk 
Mak Hon Kam, who is the MCA' s act- 
ing deputy president. Two other cen- 
tral committee members, Datuk Lee 
Boon Peng and Sen. Lim Kean Siew, 
also sit with Mak on the board. 

The MCA constitution allows for the 
expulsion of members “whose utter- 
ances, actions or conduct... tend to in- 
jure or affect adversely the policies or 
interest of the party." More generally, 
members can be forced out “for any 
reason deemed good and sufficient in 
the interests of the party," a descrip- 
tion that fitted nicely with Neo's dim 
view of Tan's politicking within the 
party. 

Announcing the expulsion at the end 


M of a six-hour meeting at the MCA 


headquarters, which shares the offices 
of Multi-Purpose Holdings (MPH), a 
holding company independent of, but 
linked to the MCA, Neo said his “toler- 
ance" of Tan and his supporters over 
the past few months had reached a 
point where it “gave the impression of 


14 


"a ih 


weakness and indecision. Enough is 
enough! This group has pushed the 
democratic process to the point of 
abuse." 

The expulsions follow an accelera- 
tion of the MCA's leadership struggle. 
Two days before he was sent packing, 
Tan stunned Neo's faction by present- 
ing to a central committee meeting a 
petition he and 14 other members had 
signed, demanding an extraordinary 
general meeting on 22 April to investi- 
gate the contentious problem of the so- 
called "phantom members" of the 
party that allegedly weigh the party 
rolls in Neo's favour with a collection 
of names of dead, under-age, non- 
Chinese and other non-existent branch 
members (REVIEW, 8 Mar.). 


t is widely believed that expunging 

the party rolls of as many of these 

imaginary entries as possible must 
precede Tan's attempt to wrest the 
leadership from Neo at the forthcom- 
ing assembly. 

"The petition was the only choice 
left," according to Tan. *We had no 
other avenue to use in the party to seek 
a fair solution to the problem of the 
membership list," he told the REVIEW 
shortly after the petition was pre- 
sented to the central committee. Ac- 
cording to Tan's faction, all requests 
for the full-party membership lists for 
verification by all members had failed. 
A similar reaction met Tan’s proposals 
for an independent party commission 
to look at the problem, and a sugges- 


CHOW KAM SENG 














3 ^A struggle over ‘ghost’ members leads to the ousting of MCA leaders 


- Expulsion, not exorcism 


tion by Datuk Tan Peng Khoon, who is 
seen by many as neutral in the current 
struggle, for expanding the election 
steering committee to investigate the 
alleged membership-list frauds also 
went nowhere. 

The proposal of an extraordinary 
meeting was also rejected and many 
quarters expected Tan to seek, by court 
injunction if necessary, a postpone- 
ment of the MCA assembly so as to con- 
tinue to try to get the lists beforehand. 

After weeks of agitation, howev 
the MCA headquarters did releas 
master list of members which it distri- 
buted to all the party’s 114 divisions in 
mid-March. This spawned new accu- 
sations of deficiencies and errors, this 
time of allegations that the party omit- 
ted to count new recruits brought into 
the party by Tan's faction. 

A day after his expulsion, Tan told 
this correspondent that his and his col- 
leagues’ dismissal was “an abuse of 
power and an insult to the delegates 
who chose us to represent them on the 
central committee.” Asserting that his 
primary aim had been and remained 
simply “to get to the bottom of the 
phantom-member problem,” Tan said 
he did not accept his expulsion as legal. 

“How can seven elected central com- 
mittee members be sacked from the 
party by a board having only two cen- 
tral committee members?” he asked. 
Apart from that, Tan said, he and his 
supporters had no opportunity to pre 
sent their case before being expelled. 

Although Tan was non-committal to 
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the press about specific remedies open 
to him, he later told the REVIEW: “An 
injunction against the small group try- 
ing to control the party is one obvious 
course." Most likely, he will lodge an 
appeal to the central committee within 
seven days, while at the same time pre- 
paring a legal case. 

From now on, the timing of Tan's 
moves becomes crucial. If the Neo- 
dominated committee succeeds in de- 
laying consideration of the expulsion 
until after the July assembly, Tan's bid 
may be doomed. On the other hand, 
moving too quickly in the courts — as- 
suming a court would be prepared to 
restrain Tan's political enemies from 
expelling him — might dissipate some 
of the goodwill he has built up during 
his campaign. 


y 21 March, there were some 
B:- that negative reaction to 
[5 the expulsions might be swell- 

ing: the more than 1,752 members of 
the Johor Baru branch of the MCA 
passed a vote of no confidence in Neo's 
leadership, followed closely by identi- 
cal expressions of dissatisfaction by 
seven out of 10 MCA state assembly- 
men from the same state — Neo's home 
region. 

Sources suggest that Neo, who ear- 
lier had said the phantom-membership 
problem had recurred “time and 
time again” in the MCA, took the ex- 
treme action of expelling Tan when 
weekly polls conducted by a leading 
Chinese-language daily newspaper 
here indicated a grossly disproportion- 
ate degree of support for Tan in the 
first week of the straw poll. 

Preference for Tan stood at nearly 
8:1, rising to 22:1 in an incompleted 
poll the following week. Figures like 
these, if accurate, would seem to cut 
across Neo’s argument that the Tan 
phenomenon is little more than the 





Ling; Mahathir: the prime minister must decide. 
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manoeuvrings of a small, disaffected 
minority. 

Several questions still hang in the air 
after the 19 March event. First, why is 
it that only seven signatories of the 
petition calling for an extraordinary 
general meeting were expelled? Al- 
though some — notably Datuk Lew Sip 
Hon, currently Malaysia's ambassador 
to the United States and formerly de- 
puty minister of trade and industry — 
retracted their names from the petition 
shortly after it was presented to the 
central committee, some other sig- 
natories remain party members. 

Another puzzle is where former 
MCA president Datuk Lee San Choon 
stands in the current flux. On 10 March 
Lee took over the chairmanship of 
MPH, from which Tan had voluntarily 
stepped down, apparently to devote 
himself full time to politics. Although 
his acceptance of the MPH position 
was seen by many as implicit support 
for Tan's candidacy as party leader, 
the former leader and transport minis- 
ter continues to disclaim any partisan- 
ship in the fray — itself a change from 
his effusive support for Neo when he 
handed over the party leadership to 
him in early 1983. 

In the coming days the expulsion 
will bring some response from the 
MCA's National Front coalition 
partners. Tan is an MP for a Kuala 
Lumpur constituency, and Prime 
Minister Datuk Seri Mahathir 
Mohamad, as chairman of the front 
must decide whether Ling and Lee 
Kim Sai may retain their portfolios for 
the interim, pending resolution of their 
membership status at the July MCA as- 
sembly. 

The REVIEW understands that the 
Tan faction feels reasonably confident 
that this, in fact, is Mahathir’s prefer- 
red course of action — for the time 
being at any rate. 
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Murdani: another bombshell. 
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DIPLOMACY 


A soldier 
out of step 


Indonesia’s military chief 
defends the Vietnamese 
invasion of Cambodia 





By Susumu Awanohara in Jakarta 


ndonesia's armed forces commander 

Gen. Benny Murdani has dropped 
another bombshell. In a little-noticed 
speech in Jakarta, Murdani, who last 
month ruffled Asean feathers by say- 
ing Vietnam was not a threat to South- 
east Asia, has maintained that the 
Vietnamese invasion of Cambodia was 
a question of national survival, not of 
territorial ambition — a line of argu- 
ment which is directly at odds with 
Asean's long-held position on Viet- 
nam. P 

Adding to the problem is the fact 
that the Murdani speech comes at à 
time when Foreign Minister Mochtar 
Kusumaatmadja is still criticising the 
allegedly uncompromising stance 
which his Vietnamese counterpart, 
Nguyen Co Thach, adopted during his 
11-13 March visit here. 

Murdani is making Mochtar's job as 
foreign minister and chairman of the 
Asean standing committee increas- 
ingly difficult, but the former's views 
are backed firmly by the country's 
dominant military establishment. 

In briefings to the press and other 
groups following Thach's Indonesian 
visit, Mochtar condemned the Viet- 
namese foreign minister for having re- 
jected “a sincere appeal coming from 
the highest level" — that is, from Presi- 
dent Suharto. During a meeting with 
Thach, Suharto expounded on the so- 
called Asean appeal of September 
1983, which called for a phased with- 
drawal of Vietnamese troops from 
Cambodia, putting his emphasis on the 
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i that “Pol Pot and his followers” 
ould be dropped by the Cambodians 
mselves through free elections. 
ach reacted coldly to the Indonesian 
proach and seemed instead to want 
ythat the status quo in Cambodia 
'atified by international guaran- 
's, Mochtar said. 
n the same day that Murdani met 
siting Vietnamese foreign minis- 
he also addressed top officials of 
Social Affairs Ministry on develop- 














































nt. Zia-ul Haq has consoli: 
ited his position in the army by 
g several senior generals and re- 
ng them with relatively younger 
s loyal to him and his policies. 
fe is seen as an attempt to en- 
the armed forces stand by Zia 
€ holds a general election, and if 
as expected, continues as civi- 
ident. 
clions have been promised by 
tan's militarv regime by March 
though Zia recently hinted they 
i be held, in part, during October 
ear. Although none of the retired 
als posed a threat to Zia, they 
sented the old guard which over- 
the government of executed 
prime minister Zulfikar Ali 
© in a coup in July 1977. Their 
ice in command positions had 
ed the way for promotion of 
r officers and served as a continu- 
nder of the imposition of mar- 
and the politics of coup d'état. 
t oved fellow four-star gener- 
ammad Iqbal Khan and Sawar 
from the positions of chairman, 
t chiefs of staff committee, and 
chief of the army staff, respec- 
Both generals were due for re- 
nt four years ago but — like Zia 
"their tenures in the army ex- 
by presidential order. Zia, 
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y staff; a position that enables him 
> chief martial-law administrator. 

omoted to full general to replace 
ian was Baluchistan Governor 
en. Rahimuddin Khan, who is 
" father-in-law of one of Zia's 


, social welfare and national re- | 


ever, did not retire as chief of the- 


enior corps commander, 
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Thus, Israel had decided to form. a 
security belt outside itself comprising 
Sinai, the West Bank, the Golan 
Heights and southern Lebanon, and 
thus Vietnam had found it necessary to 
overpower a Cambodia which by 1977 
had become in Hanoi’s view a Chinese 
satellite under Pol Pot's leadership, at- 
tacking Vietnam from its western 
flank. Vietnam could ill afford the war 
in Cambodia, but the war is being pur- 
sued, according to the Vietnamese, for 
Vietnam’s own security and survivial, 
Murdani said. He added: “Vietnam 
by itself is quite poor and practically 


g the old guard 


nt Zia-ul Haq replaces several senior generals with younger 
- to him, — his position prior to elections 


Rahimuddin was the first army officer 
commissioned after independence to 
become a four-star general and repre- 
sents the younger generation of mili- 
tary officers. Although his relationship 
with Zia is likely to be the subject of 
gossip, his promotion does not come as 
a surprise because of his seniority and 
experience. 

Even more significant was the pro- 
motion of Zia's protege, Lieut-Gen. 
Khalid Mahmood Arif, as full general 
and vice-chief of the army staff. Arif's 
last command was a brigade and he has 
never commanded a division or a 
corps. He has mostly held staff posi- 
tions and for several years has been 
chief of staff to Zia. His new appoint- 


ment means that once Zia retires from | 


the army, Arif will take over as chief. 
Also retired from the army was 
Lieut-Gen. S. M. Abbasi, governor of 
Sindh province, who is likely to be ap- 
pointed a member of the federal 
cabinet. Abbasi was replaced as gover- 


nor of Sindh by Lieut-Gen. Jahandad . 


Khan, a Pathan officer who previously 
served as deputy martial-law adminis- 
trator of parts of Sindh, where the op- 
position showed most strength during 
last year's failed civil-disobedience 
campaign. 

Two other senior generals, Punjab 
Governor Lieut-Gen. Ghulam Gilani 
Khan and North-West Frontier Pro- 
vince (NWFP) Governor Lieut-Gen. 
Fazle Haq, are also expected to retire 
from the army upon completion of 
their extended tenures, though they 
might continue as governors. Three 
civilian cabinet ministers also "re- 


| tired" from their jobs, but their posi- 

















widely. ropot or con mented: on. 
Nonetheless there is a great deal of in- 
terest in his latest comments, particu- 
larly among the. other Asean members. 
Some observers see it as an elaboration 
of Murdani’s first statement in that it — 
tries to explain why, in Murdani's | 
view, Vietnam is not a threat. 

What bothers many observers is the 
lack of moral judgment in his latest 
statement: Asean has consistently con- 
demned Vietnam's invasion and occu- 
pation of Cambodia as an act of ag- - 
gression, but Mareen argues it was a 





tions have not been filled. Iti is possible 
that these appointments will be given 
to senior military commanders cur 
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others in the army Heirsrchi" Serotecta 
him from resentment in the officers' 
ranks. Zía has accepted a four-star 
general — at par in rank with himself 
— as his vice-chief of the army staff to 
ensure he is not accused of blocking 


promotions at the top. 





"^hanges at the top in the army we 
#played down in the official me 


Their timing was such that there could. 


be no speculation about. 
being political, thoug 
doubt that taney are 
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mastek politician’ He yes his cool at - 
all times and does not react to events. 
He probably wanted to change these | 
generals since last year's political dis- 
turbances, but he waited until all was... 
quiet. Now he can give the impression : 
of business as usual, though changes in © - 
the army hierar chy are. always un- 
usual." | 
As his sü-iopointed! deadline | for 
the end of martial law comes nearer, : 










Zia is beginning to make decisions as 
` which he had postpone ! | 
| The retirements and p P 




















" Cambodia to again become; in Hanoi's 
» eyes, a tool of China. | 

ki gndonesians reacted - san busy to a 
< :Mso-called breakthrough in Canberra 
"daring Thach's 14-19 March visit in 
which Thach reportedly agreed to: 
hold a- regional conference to discuss 
Cambodia; put priority on theremoval 
of Pol Pot. forces rather than on the 
. Chinese “ Paral s estalilinh a ; safety 
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army are the most important óf these. 
Zia can trust Rahimuddin and Arif to 
help himimplement his programme for 
“Islamic democracy," and the presi- 
dent can take off his uniform and be- 
me a civilian politicalleader without 
tear of the new army leaders. Arif, in 
| particular, is a politically unambitious 
. Soldier, respected for undertaking 
^; major political assignments without 
seeking recognition. 

He is, however, known for his dis- 
trust of Pakistani politicians and is 
-. said: to believe that military rule is a 
lesser evil for Pakistan than govern- 
ment by unscrupulous politicians. He 
‘can be expected to support a transition 
to guided democracy under the mili- 
;. tary's leadership. Both Rahimuddin 
..' ànd Arif will probably sit with Zia on 
^ the National Sécurity Council — the 
. military-dominated body envisaged in 
^vZia's new political system as the 
= watchdog over an elected government. 
J Arif's elevation is likely to annoy 
Pakistan's conservative politicians, 
most of whom resent him for opposing 





them. A supporter of the regime 


pointed out: “Arif’s reserved manner is 
not ver} 


'OLD SOLDIERS FADE AWAY. 


AMAA qaa AMBAE TINH NEW TERN irren A eni ed iae HAAS rer HE i AR AH ager im medi t pannel 


papular s with id Se 


i h igkok, | 
say the same thing," Mochtar said. 


Signs are that Indonesia's military 
leaders view Thach’s suggestions in an 
even more positive light; they signify 
Vietnam's willingness to talk, said a 
source close to the military. The source 
said that the planned April visit to 
Moscow by Mochtar — and possibly 
another visit by Suharto later on — 
might facilitate the process of settling 
the Cambodia problem. Such a view is 
based on the assumption that Moscow 
is keen to develop good PESOS with 
Asean countries. 

The military thinking here seems to 
be that Malaysia and the Philippines 
are open to persuasion and that Singa- 


.. EXCEPT ME! 


politicians. They think because he 
doesn't talk all the time, he is thinking 
of ways to outsmart them." Both Arif 
and Rahimuddin have previously car- 
ried out political tasks without de- 
pending on older-generation politi- 
cians. Rahimuddin did a remarkable 
job as governor of Baluchistan in a 
hearts-and-minds campaign to end the 
secessionist insurgency which began 
during the Bhutto era, but diminished 
the influence of several traditional po- 
litical leaders in the process. 


ia's.strategy, it seems, also ignores 

the traditional politicians, and the 
new commanders are seen as the best 
military backers for a new political sys- 
tem, without political parties. The mili- 
tary leadership believes that with the 
departure of Benazir Bhutto, daughter 
of the executed prime minister, from 
the country, prospects of the banned 
Pakistan People's Party have become 
dim. Smaller leftwing groups will be 
denied organisational opportunities 
for the forseeable future and will be no 
more than minor irritants. 

The rightwing parties have largely 
been discredited as a genuine opposi- 
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pr oblem as envisaged by th 
sians. | ae. 
Mochtar now has the: chal 
task of representing Asean and d 
with Vietnam while Murdani an 
group make noises favourable to 
nam. Mochtar will have to live 
Murdani since the latter is acti 
Suharto's blessing. Suharto, ho 
does not appear to feel that in 
has broken ranks with Asea 
stands firmly behind Mochta 
foreign minister. Perhaps Suha 
ability to syncretise conflicting 
terests will result in new movere 
the Cambodia problem. 











tion because of their collabe 
with the regime as well astheire 
policies. Zia can, in theo 
ernment offficials, : 





asa ona eee y of is Isla: 
tional development. An oppone 
the regime, when asked to 
retirements and promot - 
army, replied angrily: "The army 
Pakistan's largest political party an 
they have just changed some of the 
office-holders." | 
Having re-organised the army s t 
brass, Zia is now preparing for 
"non-partvy" polls. Asif to test the; 
tical waters, the president held a rm 
sive public rally in Peshawar, e 
of NWFP. The province has à siz 
pro-government constituency in | 
form of several million Afghan 4 
fugees and Islamic groups support 
them. But the president's public me 
ing was disturbed by students fr 
Jamaat-e-Islami's student wing. 
lami Jamiat-e-Talaba, who were p 
testing against a ban on stude 
unions. 
The jamaat had, in the past, bee 
tacit S are. of the regime and | 
consistently refused to confront tf 
government despite differences ov 
the holding of elections and restor 
tion of political parties, Its attempt tc 
disturb Zia's Peshawar meeting sym 
bolised a break between Zia and thel 
lamic party. 
In the next few months before t 
election, Zia will have to work 
ways of enlarging his constitue 
bevond the military and individuali 
lamist supporters, and enrol some 
ganised groups on his side or his ga 
plan might not work as smoothly as 
expects. Already there is growing 
cern among educated Pakistanis ov 
the military's expanding tole in var 
ous spheres. Zia still has a lot of goo 
will among civilians personally, bu: 
will have to cash in on it before ac 
han-military political polarisati 
makes it too late. 
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Pressman at Peking talks: a debate hits the headlines. 


HONGKONG 


" A debate in a teacup 








Discussion in Legco on the future of the territory 
ruffles the surface as the Sino-British talks go on 


By Teresa Ma 





In most places, it 
«€4 would definitely 
o" not be news if a 
ox local legislative 
^ body announced a 
^ BW debate on propo- 
sals likely to affect 
the territory's future radically. In 
Hongkong, used to rule by decree, the 
decision made banner headlines. 

Just before the 10th round of Sino- 
British talks on the future of the terri- 
tory opened in Peking on 16 March, the 
ffen-elected Hongkong Legislative 
Council (Legco) debated and then 
passed unanimously a resolution de- 
claring that it believed that it was “es- 
sential that any proposal for the future 
of Hongkong should be debated in this 
council before any final agreement is 
reached." 

The debate move came as the whole 
pace of negotiations quickened amid 
indications that an agreement might 
be announced very shortly, possibly as 
early as April, when British Foreign 
Secretary Sir Geoffrey Howe is due to 
visit Hongkong. One of the motives of 
the Legco members was a feeling that 
Hongkong was about to be presented 
with a fait accompli without ever hav- 
ing had its say. It did not escape some 
members at least that their debate was 
an embarrassment both to Britain and 
China. 

Britain has pledged that the terms of 
an agreement with China on the return 
of sovereignty in 1997 must be accept- 
able to the people of Hongkong, but of- 
ficials have been unable even to hint 
how this test will be conducted. 


18 





The debate was demanded by the 
"unofficial" or  non-civil-servant 
members of the council, and several of 
them were unusually outspoken in 
their criticism of the closed-door 
negotiations. 


Or unofficial member, Alex Wu, 
said: “If the proposals are beyond 
question acceptable, what has anyone 
got to lose by letting us examine them 
before it is too late?... We are a modern 
people who cannot relish the prospect 
of an arranged marriage.” 

Others pointed out that the secrecy 
of the talks had led to much specula- 
tion and fear, sapping the territory’s 
economic energy. Bill Brown, area 
general manager of the Chartered 
Bank, said: “The business communi- 
ty’s confidence cannot be maintained 
indefinitely with little else to go on ex- 
cept assurances that useful and con- 
structive talks are in progress.” (The 
two-day talks in Peking following the 
Legco debate produced the customary 
“useful and constructive” remarks and 
nothing else apart from a statement 
that the next round would be held nine 
days later). 

Although much was made of the fact 
that the motion for the debate had 
come from the unofficial members, it is 
believed not to have been exactly un- 
welcomed by the Hongkong Govern- 
ment. Chief Secretary Sir Philip Had- 
don-Cave supported the motion on be- 
half of the Hongkong Government, 
even if a little ambiguously. Having 
welcomed it, he firmly set down the 
government's view of the motion's 





their content and progress. Nor does it 
seek to lay.down in advance what the 
outcome of the negotiations should 
be." EZ 

Britain has refrained from any offi- 
cial comment on the Legco motion, 
which has focused attention on the di- 
lemma of acceptability. When Minister 
of State at the Foreign Office Richard 
Luce, who has responsibility for Hong- 
kong, visited the territory in February, 
in answer to a direct question he said 
that no plans had been made to test 
public opinion. 


S es most open criticism of the de- 
bate came from the leftwing pro- 
Peking press in Hongkong, which at- 
tacked it as an attempt to revive the so- 
called “three-legged stool" concept — 
in which Hongkong would be a third 
party to any agreement — which is re- 
jected by China. But subsequently, the 
press moderated its tone, and the he 
of the Hongkong branch of Xinh 
newsagency — Peking's unofficial re- 
presentative in the territory — merely 
commented that he hoped Britain 
would take “a sensible attitude" to the 
debate and treasure the progress al- 
ready made: clearly a warning not to 
be deflected from the bilateral path by 
Hongkong sentiment. 

Although the debate caused unpre- 
cedented interest locally and was even 
attended by members of the foreign 
press corps — who were telephoned in 
advance by government officials and 
asked if they were going to attend — it 
has not changed the fact that the coun- 
cil has no veto power on any Sino- 
British agreement. Furthermore, 
members are aware of one reality — 
strong objections to the solution ag- 
reed between Britain and China could 
seriously undermine confidence in the 
territory’s future and provoke greater 
flights of capital and people. And how 
ever reasonable it may seem to ask fo. 
adequate time for the Hongkong 
people to consider the terms of an 
agreement, it raises a possibly danger- 
ous proposition. If the people were to 
find the proposals unacceptable, how 
ready or able would Britain be to press 
Peking to return to the negotiation 
table? 

What the next step after the an- 
nouncement will be is still unclear. 
China has promised to produce a draft 
of a "mini constitution" for what it 
plans to be a “special economic zone.” 
Although it has promised that the 
wishes of the people will be taken into 
account, like Britain it has never indi- 
cated how this will be tested. It be- 
comes more and more likely that the 
Sino-British agreement, when it 
comes, will be in broad terms and the 
nitty gritty of reality after 1997 will 
come in the constitution. Whether 
Legco will be allowed or encouraged to 
debate that, seems doubtful. oO 
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No other voice could describe a Rolex 
so beautifully. 


Kin Te Kanawa gave her 
first public singing perform- 
ance at the age of fifteen to a 
local ladies committee in 
Auckland, New Zealand. 

Impressed they may have 
been, but none of those ladies 
could have realised they were 
listening to a girl destined 
to become one of the finest 
opera sopranos in the world. 

Her appearance fee was 
then a munificent £2.00. 

Today, after hearing her 
perform the role of Donna 
Elvira from “Don Giovanni" 
in Paris, or The Countess 
from “Le Nozze di Figaro” at 
Covent Garden, many critics 
have been moved to describe 
her voice as priceless. 

New York, London, Paris, Milan — wherever 
this truly international star performs, audiences 
respond with standing ovations. Anda film of Don 
Giovanni starring Kin as Elvira directed by 
Joseph Losey is another huge success. 

"I owe a lot to my basic technique,” she says. 
“My early training and the way in which my voice 

E has developed means I can usually sing my way 








through colds and sore throats 
without any problems ... in 
fact anything short of laryn- 
gitis and tonsillitis combined! 
And, ofcourse, consistency of 
performance is extremely 
important. 

“That can make or break 
your reputation." 

Given her opinions, it is 
therefore very gratifying to 
note Kin Te Kanawas choice 
of wristwatch. 

A gold Rolex Oyster Lady- 
Datejust. "Simply marvel- 
lous,” she says. 

"In all the years I’ve had 
the watch its never gone off 
key andit never beenill. And 
SY ED I know how hardit is to always 

TIPS ju be 100 per cent. 

"Every day, wherever lam, I spendat least an 
hour singing part ofa róle just to keep my voice at 
its best. So I can really appreciate the time, skill 
and effort that goes into something so beautiful 
and so precise as this watch.” 

Kiri Te Kanawa andher Rolex Lady-Datejust- 

No other voice could have put it 
quite so beautifully. W 
ROLEX 


of Geneva 





The Rolex Lady-Datejust Chronometer, Available in 18ct. gold with matching bracelet. 
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In international banking 
and personal financial — 
services, our name 
makes a difference. 


, 


The difference lies, first, in the scope 
services American Express Bank offers 


unmatched by any international bank 
There's a difference, too, in the expe: 
tise with which each service is provided 
ARE, and in the caliber of our service as well 
swift, confidential and highly persona 
American Express Bank combines the 
expertise and resources of two respected 
international banks—American Expres 
International Banking Corporation and the 
Trade Development Banks. Our $13 billion 
in assets and 85 offices in 39 countries pro 


vide an unparalleled depth of experience 
resources and security. 

We offer you the finest in privat: 
banking and personal services, includin 
international Gold Card* privileges and 
travel services...a wide range of asset 
management services. ..trust and custody 
services...and something more: a link to the 
worldwide financial network of American — 
Express Company. 

Through this financial network 
have access to trading in U.S. equity 
securities, bonds, commodities and inves 
ments in real estate. This important link 
offers you more ways to protect, manage 
and increase your assets. 

American Express Bank. For the inte: 
national banking client, our name makes: 
world of difference. 


For information, contact Brian Lendrun 
Vice President, American Express Internationa 
Banking Corporation, Connaught Centre, 28th Floor 
Connaught Road, Central (GPO. Box 3), Hong Kong 
Telepbone (05) 212608 
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(gency, Florida Development Bahamas ^ Panama Development Geneva. AMErICan Express Bank 
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One of our system planners 
on his way from our PLE Malaysia Branch Office 
to the Ashuganj Power Station in Bangladesh. 


Our branch office in Malaysia: A sup- 
port point from which we offer con- 
sultancy, engineering, management 
or general contractor services, from 
which we plan, design and implement. 


Like this, just as in Germany — our 
headquarters — and in Australia, 
Brunei, Indonesia, Singapore, Greece, 
Denmark, Saudi Arabia or the United 
Arab Emirates. Countries in which our 
presence is maintained through sub- 
sidiaries, branches and offices. 


With a portfolio of services for trans- 
porting every type of media and 


everything related to it: Feasibility and 
viability studies, project planning, ba- 
sic and detail engineering, purchasing 
and procurement, logistics, super- 
vision of execution and commission- 
ing, personnel training, operation and 
maintenance, project management, 
budgeting and cost control, financing. 
Custom solutions to the problems of 
our clients. 


For hydrocarbon exploration and pro- 
duction, gas processing and treat- 

ment, compressor and pump stations, 
pipelining systems for gas, oil, water, 
products and slurries, instrumentation 


and control stations, telecommuni- 
cations, automation and energy engi- 
neering, underground and surface 
storage, LPG facilities, gas and water 
supply and distribution systems, 
cathodic protection. 


Ask us. Whatever your problem may 
be. 


Ej 


Pipeline Engineering GmbH 

A subsidiary of Ruhrgas AG 

Kallenbergstr. 5 - D-4300 Essen 1 - West Germany 
Phone: (201) 3205-0 - Telex: 857 250-0 pe d 










S trendier 
s. It features 
designer boutiques, 
 apopularSumatran 
restaurant where 
sleek electronic 
bots actas waiters, and several mod- 
rn cinemas. It also serves as one of the 
= eity’s major bus depots. Each morning, 
. beginning before first light, thousands 
-of commuters from the western fringes 
f Jakarta stream into Blok M where 
jey switch to buses that will carry 
em. the last few kilometres into the 




















| commuters, travelling on 
crowded, dusty roads in buses packed 
far beyond their limits, suffer an ardu- 
ous journey on their way to work. But 

. an astonishing number of people do it 
D od day — and many more would like 
_ fo because in Indonesia the lure of 
"the city is almost irresistible, drawing 
in thousands of new city dwellers every 
year. For most villagers, city life offers 
vistas and opportunities that an agra- 
riam existence could never provide. 
" And by almost any definition of mate- 
rial comfort, Jakarta is able to assure 
its residents a more prosperous life, 
-~ with better services than any city in the 
vast archipelago of Indonesia. It has 
the highest average income and the 
lowest. rate of poverty of any urban 
are on 5 e growdedi Lune of Java. Ac- 








USS4) a ida] in r Jakarta would: us | 


bly earn less than half that amount for 
; the same work in Bogor, only 40 kms 
~ away. Jobs and health facilities are 
. more readily available in Jakarta than 
"anywhere else in Indonesia. 
.. So Jakarta, Indonesia's largest and 
. most important city, with nearly 7 mil- 
lion residents, grows bigger every day. 
The city has doubled in population 
over the past 30 years, and will more 
than double again by the year 2000. By 
then, if present trends continue, there 
will be 15 million residents in.the cen- 
tral city alone, and another 10 million 
living in the surrounding region. But if 
reaching Jakarta is a dream for hun- 
dreds of thousands of villagers, it also 
is the cause of mounting problems for 
~ the battalions of officials responsible 
for the maintenance of essential ser- 











vices in a city already struggling to: 


stay alive. 
z . Like many other capitals. of develop- 
in mtries, Jakarta’s explosive 
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growth rate has created monumental 
obstacles that must be overcome if the 
city is to prosper, or even survive, into 
the next century. The water supply is 
dangerously polluted, housing stand- 
ards are extremely low, and the: gov- 
ernment says that even with.a major 
investment programmé only a third of 
all roads in the city willbe functioning 
adequately in 1987. | 

"You have to remember. that In- 
donesia is a country that has reduced 
the number of people living below the 


poverty line from 51% in 1970 to 19.775 


in 1980," said one financial analyst 
who specialises in publie services. 
"They have had to absorb 2.5 million 
young people into the labour force 
every year, and earnings from oil, their 
major source of revenue, are falling. 
Jakarta is a well- managed city, but 
they have some very serious. problems 
ahead and I don’t think it is over- 
dramatic at this point to say it’s a race 
against time.” 

The problems facing Jakarta today 
seem urgent, but they are not unique. 
In 1950, Shanghai was the only city in 
the developing world with.a popula- 
tion of more than 5 million. The United 
Nations estimates that by the year 
2000 there will be 45 such cities in the 
world, most of them in Asia. By that 
time nearly half the world will live in 
cities, where far more investment is re- 
quired to support a person than in 
rural areas. If the coming years place 


THE GROWTH OF | 
JAKARTA'S POPULATION. 
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an increasing strain on the 
sources of Jakarta, it wi 
easéd with a massive infusior 
and imagination. Already, thi 
dozens of major agencies and ¢ 
ment departments planning the 
of the city. 
"We really would like to see 
than 12 million people living 
2005, that's the best hope we 
said Kandar Tisnawinata, dire 
town planning for 
started out. of an office high a 
redtile roofteps that cover muc 
sprawling city. “But right n 
couldn't begin to handle that 
We want people to move elsewhere 
we can't just close our eyes and 
them go away. And we cannot possi 
hope that in the year 2005 Jakarta 
be a nice picture of a city with higi 
rise apartments and tidy, br 
streets. We do have plans, though, : a 
they can work.” 





























































































he plans call for transforming. 
- port town, created by the Dutel 
the 17th century and nai 
Batavia, and planned to accomme 
600,000 residents, into a mege 
spreading over more than 7,501 
with a total population of 25 r 
Since the 19th century, when . 
was essentially a comfortable 
town relying heavily on agricultuy 
development has moved steadily sou 
from the earliest setilernents in 
north, near the Java Sea. Fol 

their 2 Pied ned ue 


drain the la i 
ing the rains, pr qe the t tre d 
tected from enemy attacks. 
Those simple plans are no lo 
deemed sufficient for a population t 
is currently growing at a rate of 
4% a year, and the central gov 
now plans to create a region to à 
modate this growth. The area, 
Jabotabek after the principal c 
will. encompass Jakarta, Bog 
Tangerang, and Bekasi — has beer 
visioned as a weli- MGE hig 
developed cluster of towns that wil 
lieve much of the pressure Jakarta’ 
feels today. The central city naw com 
tains 30% of the oU Pts : 


cr emet a 


duce Tn figure to 83 
out question, Ja kc "s m 
evolution holds the key tothea 
ture. 

"The problems of Jakarta can 
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possibly be resolved within the city it- 
self," said Jakarta Governor Lieut- 
Gen. Suprapto, a man who has princi- 
pal responsibility for running the af- 
fairs of the entire province. “To solve 
them it is vital that there be a well- 
planned supporting region. If we don't 
regulate the growth we will lose our 
grip on the city. That's why we have to 
be very tough." 

Perhaps the government's most for- 
midable — and essential — task will be 
to halt the sprawling north-south 
development of Jakarta and to channel 
new residents, industries and office 
complexes towards the east and west, 
where the environment is more condu- 
cive to growth. Water-supply prob- 
lems plague the region but solutions 
ase expensive. In the low-lying north, 
where flooding is a frequent concern, 
groundwater is being rapidly depleted. 
This has allowed salt water from the 
Java Sea to seep into the coastal aquif- 
ers — which act as underground 
sponges — preventing the population 
there from drinking well water. In the 
south of the city, wells, which still pro- 
vide more than half the drinking 
water, have to be sunk much deeper 
now to produce potable water. 

The general quality of groundwater 
is poor. An unpublished report pre- 
pared by the World Bank calls it the 
city's gravest problem. Raw drinking 
water flowing into the huge Pejompon- 
gan treatment works in Jakarta is now 
so polluted that, according to the 
World Bank report, it is worse than 
water running through many sewage 
facilities in other developing coun- 
tries. And because the groundwater is 
disappearing so rapidly, the need for 
costly piped water is growing at an 
even faster rate than the metropolitan 
population. 

Increased crowding in the city — 
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especially along major canal routes 
where housing settlements seem to ap- 
pear overnight — has combined with 
escalating industrial activity to pollute 
the water supply. Thesituation is made 
worse because the same canals and 
ditches that serve for drainage also are 
used for irrigation and, in many cases, 
as the source of drinking water as well. 
In the hundreds of tightly clustered 
kampungs — or urban villages — that 
together form the city of Jakarta, it is 
not unusual to see housewives pound- 
ing the family laundry against rocks 
along the same canals in which child- 
ren play and others wash and defecate. 


are forbidding. The Jabotabek 
Advisory Implementation Team, 
which has been charged with drafting 
a master-plan for the future of the re- 
gion, estimates that in order to ensure 
an adequate water supply for the capi- 
tal city alone, Indonesia would have to 
invest more than Rps 240 billion dur- 
ing the current five-year plan (Repelita 
IV, fiscal 1984-88). That would be equal 
to 60% of all investment in water sup- 
ply in the country during the five-year 
plan just ended. Although most of the 
country has plenty of water, Java — 
the world's most densely populated ag- 
ricultural island, with almost 100 mil- 
lion residents — does not. The Ministry 
of Public Works has predicted that by 
the end of this decade, demand for 
water in Java will exceed availability 
unless a new dam is constructed. The 
government has responded to the 
severity of the situation by establish- 
ing a basic-needs approach to water 
delivery: if the urban poor cannot af- 
ford running water they can at least 
obtain clean water from public 
standpipes. 
But critics argue that there is no 
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equitable water distribution system 
because PDAM, the local water au- 
thority, must act as an independent 
corporation and earn a profit. This 
means that the programme for con- 
structing public standpipes has not re- 
ceived the attention — or investment 
— that household connections have be- 
cause there is no money to be made 
from it. Last year, the Ministry of Pub- 
lic Works reported that four times as 
many people benefited from house 
connections as did from public stand- 
pipes. And for the most part, the 60% 
of the population of Jakarta that re- 
ceives clean water is the 60% that can 
best afford it, whereas in some of the 
poorer sections of the city people still 
pay up to 15% of their income for 
water purchased from vendors. 

The investment pattern of the cen- 
tral government has been far from co 
sistent, and during Repelita III (fise 
1979-83) per capita expenditures on 
water supply among municipalities 
ranged from Rps 91 to Rps 11,112. The 
government wants to deliver clean 
water to 75% of the urban population 
by the end of the current five-year 
plan, but it is a goal that will be hard to 
reach because the majority of people 
still without water are those least able 
to afford the Rps 120,000 connection 
fee. In Jakarta, the poverty level for an 
urban family is Rps 40,000 a month. 

According to the World Bank report, 
PDAM may find itself “with no inter- 
nal funds for further expansion of the 
network, no more grant funds from the 
central government and no incentive to 
borrow since the poorer areas would 
probably fail to generate enough re- 
venue to repay loans.” In effect, PDAM 
has been put in the unenviable position 
of delivering water to a growing popu- 
lation, making a profit and doing it all 
with diminishing resources. R 
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The quick switch: 


Hercules the Tanker can become 
Hercules the Airlifter within a few hours. And vice versa. 
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Jakarta's most. in- 
tractable problem, 
transportation is 
the most obvious. 


Because the city is 


CITIES 
spread out over 


ucha large area, rush hour can last all 
y. A study of road conditions com- 
eted in 1983 predicted that average 
eeds in the city would fall to 15 kms 
an hour by 1987, as the number of ve- 
cles on the roads grows by 48% in the 
next five years. 
More than a million additional hours 
ll be wasted each day in congested 
raffic, and road accidents will rise 
ramatically. For, while the city offers 
n impressive variety of ways to travel, 
anging from tricycle-taxis to the most 
ixurious of limousines, they must all 
ompete for space on a system of roads 
hat has not nearly kept pace with the 
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I have been driving into the city for 
hree years from Bogor," said Bam- 
ang Utomo, who works in a bank on 
an Thamrin, in the centre of the 
ommercial district. "When I started, 
ne ride took 40 minutes: now it can be 

o hours." Buses are so crowded, un- 
mfortable and scarce that anyone 
an afford to travel by private car 


'hat adds to the traffic burden and, 

e only 40% of commuters use pri- 
te transport, the government esti- 
ites that they use up almost 80% of 
the road space in Jakarta. Mail de- 
ery is so bad that many people rely 
their drivers — with otherwise 
cars — to deliver letters. This, of 
,compounds the traffic prob- 





1e city simply cannot afford to let 
iw people occupy so much space on 
ads. Traffic has been a constant 
m since the 1960s, when the 
governor, Lieut-Gen. Ali Sadi- 
gan constructing major trunk 
to ease some of the crowding. In 
10W, a person riding alone in a 
sup 1" times more space than 
uld if he rode a bus and no In- 
sia in. epe initiative can be 
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tem is just not very easy," he added. 

Jakarta is built in an unusual way. 
Seen from the air, most of the city's 
housing is crammed tightly. together 
along major roads and canals. Lying 
just beyond that almost impenetrable 
mass of rooftops — away from the 
highways — there are vast stretches of 
empty land. As a result, those few 
major thoroughíares handle most of 


the traffic in the city. Buses carrying 


commuters, garbage trucks trying to 
get some of the city's load of solid 
waste to a landfill site, local trafficand 


heavy trucks transporting industrial. 


supplies all have to fight it out on the 
same roads every day. 

The pattern of development along 
the major roads has interfered with the 


construction of smaller, but equally 


vital, connecting roads. It has becomea 
vicious circle: now that everyone lives 
and works along large avenues, there 
is less incentive to develop land that 
has no access to those roads. But city 
officials see the Jabotabek develop- 
ment programme (encompassing Ja- 
karta, Bogor, Tangerang and Bekasi) 


build a city, and the 
price tag for the so- 
called Jabotabek, 
sprawling metro- 
polis centred on 
Jakarta will force 
Indonesia to change the way it raises 
revenues. In the past, the government 
has never really tried to recover the 
cost of urban development. Because 
the poor are so clearly unable to pay for 
the services they néed, Indonesia has 
usually charged what it could and sub- 
sidised the rest. 

During the 1970s when oil prices — 
which have accounted for 70% of In- 
revenues — were high, it 
seemed perfectly sensible to use some 
of that money to build dams, roads and 
houses. But by 1983, the oil glut and 
falling prices had reduced central gov- 
ernment income by US$4 billion, and 
the country’s recent history of easy 
financing for urban development had 
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come to an end. Having planned to 
| spend 


almost Rps 900 billion 
(US$904.5 million) on Jabotabek dur- 


ing the fourth five-year plan known as 


Repelita IV (fiscal 1984-88), the central 
government, which has provided 75% of 


— with its commitment to moving: 


It costs a fortune to | 























omists and urban. pla ners force- 
fully disagree. i 5 
“People want to throw: à wall around 
this city, but size itself is no big thing, a 
said David A. Antell, transport coor- 
dinator for the Jabotabek Advisory. 
Team. "What you need isa well-artic 
lated system of transportation. and- 
meaningful economic development. | 
And the whole emphasis on east-west 
growth can make that happen. We- 
need better roads, more buses and de- 
cent trains. All this is in the works, but 
it is going to cost a lot of money." 





T. train system alone, which has 
been designed with assistance from 
the Japanese Government, wil | 
a staggering financial commitment. . 
The Ministry of Public Works. 
mates that it will cost about US$. 
billion over the next 10 years — alm 
seven times the money. to be spent on a? 
formis of public transport in the entire. 
nation during the fiscal 1984-88 five- . 
year plan. At present, only 1% of travel - 
in Jakarta is by train. But by the 1990s, 
the government Doer that railways 
will capture 20- 807 o of the market in 
Jabotabek. © 07 


While it r ükes sense to accompany 














from and where it goe 


all fu 1iding, now has no choice but to 
increase taxes. 

"I would think that anybody who 
has ever looked at the problem of 


urban finances i in Indonesia would say 


that they could do a much better job of p 
raising funds and using them prop 
erly,” said an economist with c 
OVEM. of national financial po- 












overnr iens abit; to dern: 
money: An average of Rps 7,700 per 


. urban resident was invested in services 


during Repelita IH (fiscal 1979-83) but 
that figure is small even by the stan- 
dards of the world's poorest countries. 
The World Bank has estimated thatthe © 
rate of investment in urban services | 
will have to rise by 17% in real terms 


each year of Repelita IV. The central 
. development budget, however, is ex- 


pected to expand by only 5.5% a year 
us th soring d decade 
| fill t 










. the lateral growth of the city with train | « 


lines running east and west, there is a 
widespread fear that this enormous 
expense may not be entirely justified; 
that the government’s predictions of 
users are too optimistic, and that this 
may not be the most cost-effective 
means of dealing with Jakarta’s trans- 
port problems. 

Although optimism in the face of fi- 
nancial adversity may cause Jakarta 
some problems — particularly if the 
country fails to shift its economy away 
from a heavy reliance on oil exports — 
the biggest problem the city will face in 
the coming years may be its own rela- 
tive prosperity. 

If every transport project currently 
planned for Jakarta were im- 
plemented, the cost would be roughly 
US$615 for each resident of the city. 
According to the Jabotabek master- 
plan, that sum would represent 16 
times the annual finance available to 
the city from the central government 
for all departments in 1979. 


D. Indonesia has long been the fifth 


ost populous country in the world 
and now has 150 million inhabitants. 
And with a 1983 average per capita in- 
come of US$430 in what is still basi- 





tral government cannot simply pump 
all its money into what is already In- 
donesia's richest city. 

In fact, one of Indonesia's basic na- 
tional goals over the next 20 years is to 
expand . urban areas besides 
Jabotabek. Indonesia differs from 
many of the Asian countries with 
which it is often compared in one 
major way: while Jakarta is the largest 
and by far the most important city in 
the country, it is not the only vital or 
expanding urban area. 

In the Philippines, Thailand, 
Malaysia and South Korea there is a 
single “primate city" — one large capi- 
tal that absorbs almost all growth. 
Bangkok, for instance has a population 
of 6 million. The next largest city in 
Thailand, Chiang Mai, has only about 
900,000. 


ga now accounts for 70% of Indo- 
nesia's urban population, but the 
issue of primacy is not nearly as strong 
there as in those other countries. 
Jabotabek is still growing fast, but 
there are 14 or 15 other major cities in 
the country. The largest of them, 
Surabaya, Bandung, Medan and 


THE FOUR TOWNS OF ‘JABOTABEK?’ 





Projected population of JABOTABEK' complex in 2003 - 25 million 


for many services that were free in the 
past. Jakarta already raises seven 
times as much local revenue per head 
as the national average. But it will 
ave to do still better. The current rate 
fland taxes is low by almost any stan- 
dard. Whereas a 1% assessment of land 
is considered normal in many coun- 
tries, Indonesia'srate of property tax is 
0.196. It has been suggested that rais- 
ing the tax rate by a factor of 10 could, 
by the 1990s, finance about a third of 
all new investments in urban services. 
Jakarta is the only city in Indonesia 
with a special tax on land and property 
which has benefited from improve- 
ments made with public funds. Tax- 
payers are informed of their increased 
liability before improvements are 
made, and the taxes must be paid 
within three years of completion. The 
tax makes good sense, but so far the 
programme has not been employed on 
a wide scale, and in the seven years to 
1981 only Rps 750 million was col- 
lected from it. 
“Not all those who should pay for 
improvements have done so, and this 
we will change," said Jakarta Gover- 


REVIEW MAP 


nor Lieut-Gen. Suprapto. "Many 
people have not fulfilled their duties as 
citizens." Often, it is the richest mem- 
bers of Indonesian society who are hurt 
least by tax levies. Currently, prosper- 
ous landowners are the people who 
most often benefit from the upgrading 
of property. They receive better 
facilities and stand to gain the most 
when improved and more expensive 
land is sold. 

If the government is to become more 
fiscally capable it will also have to 
watch its budget more carefully. Cor- 
ruption is so widespread in Indonesia 
that it is estimated that 25-33% of the 
annual budget simply “disappears” 
every year. Although it is not certain 
where the money goes, it is clear that 
the poorest members of the urban 
population do not get it. Corruption 
and property speculation will not dis- 
appear over the next 10 years. But if 
Jabotabek is to have any hope of even 
providing for its citizens now, the 
people who make the laws and govern 
the country will have to agree to tax 
themselves at a much higher rate in the 
future. — MICHAEL SPECTER 
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ly an agricultural society, the cen- | 





Semarang, all have populations of 
more than a million. 

With the help of funding from the 
United Nations Development Pro- 
gramme, the government has created a 
new organisation to examine the needs 
and assets of different areas of the 
country. Its goal is to plan in a more 
systematic way than before what type 
of growth makes the best sense for each 
city. The programme, the National 
Urban Development Strategy, has 
drawn a diverse group of experts from 
many departments of the government, 

But determining the potential con- 
tribution each city in Indonesia can 
make is not an easy task. The tempta- 
tion to look at size alone is great, but 
there are other aspects, such as loca- 
tion and regional settings, that are far 
more important. Bogor, for instance, is 
one of Indonesia’s more important 
cities because it is an integral part of 
the Jabotabek region. But with only 
250,000 residents it would receive little 
attention if policies were set solely by 
size. 

Perhaps Indonesia's greatest plan- 
ning dilemma will come in deciding 
how to allocate resources that may be- 
come less available during the next 10 
years as the country tries to develop a 
more successful industrial policy. 
Rural areas — which still account for 
77% of the nation's population — are 
much less prosperous than cities. But 
the incentives to invest there are not as 
great. However, unless villagers are 
given some reason to stay where they 
are, they will do what so many others 
have done before them: head towards 
the growing cities. 

"That's the toughest problem in 
planning," according to Sugijanto 
Sugijoko, project coordinator for the 
National Urban Development Stra- 
tegy. "Who gets what? We have to jug- 
gle equity and stability with reality. 
Sometimes the government says we are 
putting too much money into Jakarta, 
and that could be so. But you cannot 
ignore the number of people here orthe 
economic consequences of their pre- 
sence. All we are really trying to do is 
give them the basic amenities of life." 

— MICHAEL SPECTER 
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In the developing 


ASIA’S world, housing 
programmes have 

CROWDED often depended 
the 


heavily on 
bulldozer. The de- 
molition of squatter 
settlements and shanty towns has been 
viewed as a quick way torid a city of its 
blight and such an approach has some- 
times been brilliantly successful in 
providing housing for the masses, for 
instance in Singapore. But elsewhere 
many government agencies have gone 
bankrupt by building expensive pro- 
jects that look nice, serve a few people 
well and offer nothing to thousands 
who have been driven from the simple 
homes they could afford. 
_ Indonesia has been almost uniquely 
successful in avoiding that mistake. In 
1969, the government instituted the 
Kampung Improvement Programme 
(KIP) to help rehabilitate Jakarta's 
worst slums; with help from the World 
Bank, it has since been extended to in- 
clude 220 cities and towns. 

The principles of KIP are simple: to 
create improvements — even if they 
are only marginal — in the living 
standards of as many people as possi- 
ble. KIP funds are not normally spent 
on the houses; they are used to upgrade 
_ roads, sewer services and water 
-—— Supplies. KIP has now reached 537 


CITIES 





— —kampungs on 11,000 ha. of land in 
— Jakarta. It has improved basic services 


for 3.8 million residents of the city. 
"Constructing high-rise apartments 


ES is not the only solution to low-income 


heusing problems," said Darrundono, 
the director of the KIP programme and 
a past winner of the Aga Khan Award 
for innovation in Islamic architecture. 
"In Java people have always lived on 


the ground; it’s important to them. Be- 


sides, we don't have the money.” 

^ Spending has not been small, how- 
— ever. In the first 15 years, KIP's budget 
—was Rps 107 billion (US$107.54 mil- 
lion at the current rate) — an average 


— Of Rps 22,000 for every person living in 


an improved kampung. The prog- 


| ramme has gained wide community 


— Support because special care has been 
-. taken to include residents in the plan- 
— ning. In 15 years, only 2% of all 
families in improved kampungs have 
had to be relocated to new homes. 
Perhaps the programme's most en- 
— couraging result is that KIP has acted 
- to stimulate private, as well as public, 
home improvements. Darrundono esti- 
mates that for every Rps 1 million the 
government has invested in KIP, local 


_ residents have subsequently added 


Rps 2 million. 
Once work begins on a project it 
_takes about four months to complete. A 
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typical kampung will have about 200 
families living in simple, single-storey 
homes. Each family receives about 35 
sq. ms of floor space. There are health 
clinics and schools. Water services 
vary. At Kumpung Jakasampurna, in 
Bekasi, seven families share access to 
free well water, but they must pay for 
cleaning and maintaining their neigh- 
bourhood. The residents seem happy to 
do it. 

“We used to have to get our water 
from the carts,” said an elderly man 
carrying huge metal drums filled with 
krupuk, the crispy wafer that is a 
staple of the Indonesian diet. “But it’s 
free now, and it tastes much better.” 

Because residential areas of Jakarta 
seem to spring up daily, the govern- 
ment has had to develop a system to 
choose which kampungs should get at- 
tention first. Essentially, there are five 
important factors: the growth rate, the 
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New housing: not the only solution. 


income level, the population density of 
the kampung, the physical condition it 
is in and how that tract of land fits into 
the master-plan for the development of 
the city. 

A prosperous kampung is less likely 
to get help than a poor one. If a kam- 
pung has appeared in an area that is 
not supposed to be residential it will 
get no money at all. This incentive sys- 
tem has helped move people out to the 
east and west, where growth has been 


encouraged. 


hile there has been no direct at- 
tempt to recover the costs of the 
programme, improvements have rais- 
ed land values, which has in turn 
increased tax revenues. And so far at 
least, KIP has not been followed by 
“gentrification” — the prevalent 
Western problem of lower-income re- 
sidents being displaced from their 
newly improved homes by people who 
suddenly want to live in places they 
previously shunned. 
KIP has not been an unqualified suc- 
cess. The most frequent criticism of the 





programme is 1 ves 
priorities have been illogical. In 
Jakarta, more than 70% of KIP money 
has gone into improving roads, drains 
and footpaths whereas less than 30% 
has been spent on water facilities, 
health and schools. Sanitation, which 
is hopelessly inadequate, has received 
only 1% of KIP investment in the past 
five years. Another common criticism 
is that KIP has succeeded only because 
it set its targets so low. 

“KIP has done what it set out to do, 
and it’s good as far as it goes,” said 
John L. Taylor, an urban-affairs ex- 
pert who has written a book assessing 
the programme. “But it’s ‘once over 
lightly,’ and you have to wonder what 
they are going to do for the second act.” 

Many people in Jakarta remain 
without adequate shelter. Housing po- 
licy is often difficult to determine in 
developing countries. Although it is a 
"basic need,” a subsistence level is 
hard to specify. In that respect it dif- 
fers from water supply or nutritio 
where one can point to a set of min 
mum requirements. People can sleep in 
the street, on steel gratings or under 
the umbrellas of empty food stalls. It 
may not be desirable, 
but it is possible. 

According to the 1980 
census, there are 30 mil- 
lion families in In- 
donesia and 29 million 
houses. But the situa- 
tion in Jakarta, where 
there are approximately 
a million families, is far 
from perfect. Approxi- 
mately 30% of the hous- 
ing stock in the city is 
temporary, which 
means it will last less 
than five years; 40% is 
semi-permanent, and 
should last about 15 
years. The rest, inhabited by the 
higher-income classes, is permanent, 

Jakarta has to replace 10% of T 
housing stock each year, according to 
Perumnas, the National Urban Deve- 
lopment Corp. But, as a result of popu- 
lation growth, demand runs to about 
200,000 houses each year. Yet, in the 
five years of Repelita III (fiscal 1979- 
83), the national housing programme 
built 174,000 new homes in the entire 
country. Private developers, who work 
mostly for the upper-income groups, 
added another 60,000 houses a year in 
urban areas. So, for the whole of In- 
donesia, there are fewer than 200,000 
new houses built each year with half of 
them in the Jabotabek area, which en- 
compasses Jakarta, Bogor, Tanger- 
ang and Bekasi. 

One reason private contractors are 
reluctant to build near Jakarta is that 
the rights to purchase land are clouded 
in an outdated, inconclusive set of 
laws. Distinctions are made between 
rights of ownership, rights of use, 
rights of exploitation, leasing and sev- 
eral others. The Directorate-General 
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Nothing will give your salesmen more incentive 





uddenly your salesmen are 
turning in figures that show a 
dramatic increase in sales, and a 
marked improvement in your profits. 
It's as if they’ve been given a new lease 
of life. And they have. 

You've offered them a great 
incentive — one used with considerable 
success by companies all over the world. 
One that really gets results. 

Not money. Not merchandise. But a 
specially arranged group trip to Britain 
that makes your salesmen put in a top 
performance. 


They will be VIP visitors 

When your salesmen come to 
London they will wantto be entertained. 
And they certainly will be. 

They will be like VIP visitors. 

In fact, there is virtually nothing you 
cannot arrange for them. 

They could ride down Bond Street 
in a chaffeur-driven Rolls Royce, past 
the dazzling array of jewellers, antique 
shops and outfitters. 
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They could hire a boat for a ship- 
board party on the Thames, spend a 
gala evening in the West End, or a 
cultural evening at one of London's 
great concert halls: or be entertained at 
a Regency masked ball, a Dickensian 
evening or a stately banquet in a 
resplendent 12th century dining hall, 


They could keep fit at a health club, 


stay up till the small hours at a 
luxurious night club or hire the best 
seats at a musical concert at the Royal 
Festival Hall. Or simply indulge them 
selves on superb Asian food, in the 
capital now regarded as providing the 
finest cuisine in the world. 


Britain's stately homes 
and castles 


If they would like to see something 
of Britain's countryside, and be 
entertained in style, there are many of 
Britain's stately homes and castles 
waiting to look after them - like 
Goodwood House on the Sussex 
Downs, or Blenheim Palace, the birth- 
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place of Sir Winston Churchill. 

Again, they might like a day at the 
Ascot racecourse, (with a champagne 
reception and a four course lunch) ora 
walking tour of the university city of 
Cambridge, or a round of golf on some 
of the finest courses in the world. 

Post the coupon for our free ‘Great 
Britain, Great Incentive’ brochure for 
full details. 


Please send to 

BRITISH TOURIST AUTHORITY. 
2390ld Mar ylebx yne Road. London NWI 
Please send me: Great Britain, Great 
Incentive. 


Name — 


Address 













vice upon request. Some attempts at 
compulsory registration began in 1977, 
but the cost was prohibitive. In 1980, 
efforts were increased, but registration 
remains irregular. 

"Land transfer is still a major prob- 
T A lem here, and in most of Asia,” said 
G. Thomas Kingsley, senior United 
À Nations adviser to the National Urban 
— . Development Strategy project. “What 
—-— . you see are traditional and fairly ar- 
—  . chaic systems of handling and using 
| land. This creates huge barriers to the 
~ supply of urban development. Without 
©  asystematic nationwide recording sys- 
— tem it is difficult to get clear title. 
— A Without that, who wants to build?" 


f; 5» shape of future housing in the 
metropolitan region remains very 
much in doubt. Some housing analysts 
L- A argue that a lack of funds has been the 
——  . only thing preventing Indonesia from 
— following the pattern of high-rise 
- development. Indeed, the government 
_ has already constructed a series of 
— . ight- and four-storey blocks of flats in 
L— the region but they have not been em- 
_ braced with much enthusiasm. One set 
of four-storey flats in East Jakarta 
now sits unoccupied, and apparently 
unwanted. 
E Housing officials say that they have 
. no intention of shifting to a Singapore 
_ Styleof high-rise living, but the Japan- 
—— ese International Cooperation Agency 
= (JICA), with approval from the De- 
= partment of Public Works, has been 
—— busy constructing walk-up flats for the 
` city, and is planning more. 
d. "People just don't have experience 
- — of living in a high-rise environment,” 
— said Hiromichi Tanaka, a JICA hous- 
— ing expert. “They are afraid that their 
-—— community will be demolished. But the 
| City is crowded, density is high and 
-  ohe-storey homes take up too much 
space. Ultimately people adjust." 
~ The Javanese are still basically an 
~ agricultural people, and whether they 
— Can adjust to leaving the ground, 
— where they have traditionally worked 
7 the land, is a difficult question to ans- 
—— wer. Whether high-rise flats on a grand 
— scale are necessary or desirable is also 
— not clear. But one thing is certain: the 
— Indonesian Government will not be in 
— any better position to invest in costly 
— - housing over the next 20 years than it 
— was during the past 20. 
Me "You know, sometimes I just don't 
think the positive lessons of the KIP 
approach are appreciated by some of 
the government's key officials," said a 
— housing analyst who has been in In- 
— donesia for many years. “They act as if 
— they have made the best of a bad situa- 
tion, just biding time for a new ap- 
proach. They ought to understand that 
the way they are going is the best 
— chance they have. Compared to other 
` Countries they have a success story, 
=~ and Id hate to see them throw it 


B away." — MICHAEL SPECTER 
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A murder-trial mystery 


An unsuccessful application by lawyers for Carrian boss 
Tan is the latest twist in the bizarre Mak case 


By Christopher Wood in Hongkong 


he circumstances surrounding the 

trial of Mak Foon Than, accused of 
murdering Malaysian banker Jalil Ib- 
rahim, grow increasingly bizarre. Jalil, 
the 35-year-old assistant general man- 
ager of Bumiputra Malaysia Finance 
(BMF), a wholly owned Hongkong sub- 
sidiary of Bank Bumiputra, was found 
strangled in a banana grove in Hong- 
kong’s New Territories last July. 

On 15 March, lawyers for the former 
head of the collapsed Hongkong prop- 
erty company, Carrian, George Tan, 
and his deputy, Bentley Ho, applied to 
the court of appeal to have Mak’s case 
heard in camera. The application was 
denied. One of the counsel appearing 


Mak: increasingly bizarre. c/c worms ros 





for the applicants was Sir Ian Percival 
QC, a former British solicitor-general 
who was visiting Hongkong as a guest 
of Attorney-General Michael Thomas, 
a former pupil of Percival's at the Lon- 
don Bar. Percival was hastily admitted 
to the Hongkong Bar in time for his ap- 
pearance. 

The application for a secret trial, 
though unsuccessful, has prompted 
some comment among lawyers on the 
extreme unorthodoxy of parties un- 
connected with a case making an ap- 
plication as to how it should be tried. 
Lawyers also say that trials are nor- 
mally held in camera only in cases in- 
volving national security or such mat- 
ters as child abuse, not in ordinary cri- 
minal proceedings. Tan and Ho are 
currently on bail on charges under the 
Theft Ordinance. Committal proceed- 


ings are set down for 10 September. 

Adding further mystery to the way 
the case is being handled, the REVIEW 
has learned, is the fact that Mak's 
former counsel, Desmond Keane, QC, 
and Zia Bey, who have now left the 
case, did not withdraw their services 
voluntarily. 

Questioned on this aspect, Keane, 
said: “No counsel instructed in Hong- 
kong would be entitled to withdraw 
from defending a client in criminal 
proceedings without good cause. In 
this case my legal-aid assignment as 
counsel for the defendant was revok 
and my instructions to impleme 
them were withdrawn by the acting 
director of Legal Aid without any re- 
quest from me. It would not be proper 
for me to make any further comment at 
this stage." 


he acting head of the Legal Aid De- 

partment, Patrick Moss, told the 
REVIEW that the reasons for Keane and 
Bey's departure from the case were 
"too sensitive to be revealed." What is 
clear is that their departure followed 
an application by the defence to apply 
for a judicial review relating to the 
proceedings, for which they were 
granted leave by Chief Justice Sir 
Denys Roberts after a two-day hearing 
in chambers. 

However, the application for which 
Roberts had given leave, was later 
withdrawn when the relevant docu- 
ments were not served. The serving of 
such documents was the responsibilit 
of Moss, who in this case acts not only 
as the representative of the Legal Aid 
Department of the Hongkong Govern- 
ment but as Mak's solicitor as well. 
Asked about this, Moss agreed that the 
decision not to serve the documents 
was his personal one. 

He added, however, that he was no 
longer personally involved in the case. 
Regarding the reasons for Keane and 
Bey's departure from the case, Moss 
again declined to comment. 

The trial proper finally opened on 12 
March — with a third set of counsel ap- 
pointed to represent Mak, who has 
pleaded not guilty to the murder 
charge. 

On 19 March, the jury was sent out 
while the court began to hear legal ar- 
guments in a "trial within a trial" in 
which the judge considers the admissi- 
bility of certain evidence. This was ex- 
pected to take two weeks, with the jury 
coming back on 2 April. 
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The point? Technology has enlarge 
not least in Europe. It's there you'll find ent! 
for your goods - whole nations with bot 
money to enjoy them. To reach them, « 

Time was when there were amateur photographers and pany that specializes in container transport 
professionals. Snapshot cameras and “photographic instru- nent. ScanDutch. We'll make your export 
ments". But modern electronics has blurred the distinction. 


Today's so-called simple camera is a marvel of engineering. 
And you hardly have to know f-stops from shutter speeds ScanDutch 
anymore to operate an SLR. WHERE CAMERAS GO 15! C] 
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The people who make Asia's big AANA. 
decisions relax with a drink and a copy of 
The Far Eastern Economic Review. 

In fact, over 8076 of Review readers 
consume imported liquor. Of these more than 
60% have downed a Scotch whisky in the last 
two weeks, and half of them have savoured a 
cognac. More than 6076 have enjoyed wine 
and a further 40% preferred gin. 

Adding it all up, on average our readers 
soend more than US$400 on liquor every 
month. Which is why you'll fing more than a 
dozen of the world's best-known labels on the 
pages of The Review. 

When you consider that nearly all our 
readers hold senior positions in business, 
the professions, or government, 
you'll realise we only cater for 
connolsseurs. 

Choose The Review. 
Because with us, a chat 
Over drinks means 
serious business. 
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Kellogg's Don Vaughn Speaks Out 


On ammonia 


M.W. Kellogg is unquestionably the 
world leader in ammonia technology. 
Since we developed a revolutionary 
energy-saving technology 20 years ago, 
Kellogg-designed plants have been 
responsible for approximately half the 
ammonia capacity built. Those plants 
have played a major role in staving off 
world famine. 


Now we vé@ proved a new, even more 
energy-efficient process which cuts fuel 
requirements in half and total energy 
requirements by at least 20 percent. 


It's been proved in the most energy- 
efficient plant ever—a worldscale plant 
in Canada, where it produces ammonia 
using less than 25 million Btus a ton. A 
second plant, using the new technology, 
will go into operation in Europe this year. 


This unparalleled ammonia technology 
is available to you directly from Kellogg. 
Wherever you are. 


Anywhere. 


Don Vaughn 


President 


The M. W. Kellogg Company World P MONA Three Greenway Plaza 


A subsidiary of Kellogg Rust Inc. one of The Signal Companies Houston, Texas 77046-0395 - Telex-762556 


| Sj Branch and Affiliate Offices: 
| London 88a - Amsterdam-12205 -  Hackensack-194515 - Los Angeles-18-2971 - Paris-610 355F - Singapore- -RS33417SINKEL 
. Edmonton-03-741616 - : Beijing-KELP 22123 - Al-Khobar-670199 BPKLAK SJ:  Dubai-48745 KMEL EM 
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on the Hongkong hong Jardines and 
its “Retreat from Empire" surveyed 
many of the deals — some successful, 
some disastrous — done in the heady 
days of the late 1970s and early 1980s, 
when the price of and and property 
went through ad Hor 

Land, the Jardine 









" purchase (l of 
Ot | was then 







Wood reported t 
insider, shor Bed t 






ec ge | 

| cause to do so. would me fay dedu 
“his colleague’s credibility. 

^ Ithas been put to me that this is un- 
fair, though I can personally vouch 
for the fact that Wood was accurately 
reporting the version of at least one 
unimpeachable source, who ap- 
_ peared to have no personal axe to 
| grind in giving this account. 
3 Nevertheless, I have been delving 
d ae and am satisfied that the mat- 





| i i /"sus RES at the end of July 1981. By 
.|] 4 August, the Carrian/Land purchase 
pow s announced and it was not until 6 











arised and appr oval given. How- 
er, before the announcement, Bed- 
ord individually consulted 
\ ewbigging and the other board 


’ his management team. They had 
given him the go-ahead and the deal 
was formally given retrospective ap- 


etre atte 


fu . proval when the board was cir- 





|. eularised — not such an unusual pro- 
^] eedure, particularly in those heady 
days when many deals were being 
e quickly and other buyers were 
ortedly sniffing around. | 
^ Obviously memories of those 
. feverish days of frantic wheeling and 
|| dealing have blurred. We had no wish 
^] ^ to suggest that Bedford acted impro- 
^P. perly, only that in snapping up the 
Miramar he was in company 
with others — infected with the 
euphoria of the boom days and saw 
. noreason why they should ever end. 
è GATHER round, children, and TH 
tell you a bedtime story. Are you sit- 
ing comfortably? Then I'll begin. 
e upon a time there were three lit- 
le pigs. The first built his house of 
the second built his house of 
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, cover feature two weis: ago 


qeg: 


. members telling them that the pro- 
| posal had the backing of himself and 


wood and the third built his house of 
brick ... And then the big bad wolf 
came along and he huffed and he puff- 
Hey, wait a minute. Some- 


thing's wrong here. 








LESSON 19 
The Three Little Kids 
| Part I 
Once upon a time. three litle kids lived with their 


mother in a intl house on a rubber estate, A kid is a 
baby goat. 


One day, Mother Goat said, “Little kids, this house is 
{ao small for all of us. Go and büild your own houses.” 





The little kids cried and cried. Then they said, "Good- 
bye Mother! We are going to. build our own houses." 

The three little kids went away to build their own 
houses. On the way, they met a man. He was carrying a | 
bundle of grass. The first little kid said. “Good morning, 


33 





Of course, the story has — quite 
understandably ~~ been Malaysianis- 
ed for a Class Three primary-school 
textbook, sent to me by K. C. Rajara- 
man of Shah Alam, Selangor. Now 
the three little pigs liveona rubber 
estate and the first one built his house 
of grass and the piglets have become 
baby goats or kids. Pigs are after all 
haram (tabu) in Islamic societies. 

e BUT what's this? According to a 
new magazine, The Executive, pub- 
lished in Western Australia: 


‘In a wide bodied jet, high above the In- 


dian Ocean, beautiful Malay hostesses | 


in traditional printed dresses, carve 
roast pork from the bone as main course 
for first class passengers. 

They know you by name. It’s all part 
of the sophisticated service in Ma- 
laysia's national airline, MAS.) 


Despite this boo-boo, The Execu- 
tive (which recently arrived unsol- 
icited on the desk of Willem Irik in 
Singapore) announces its intention to 
become an international magazine. 
The editor has some problems to iron 
out before he achieves this ambition. 
Another article, on management, dis- 
cusses the principle of “accountabil- 
ity": The sales manager "should be 
accountable to the salesman for en- 
suring that any adequacies of know- 
ledge, technique or performance are 
eradicated by counselling or direct 
involvement.” 

I would only comment that before 
eradicating adequacies, management 
consultants should eradicate their 
own semi-literacy, Yet another item 


reported that Israeli police had in- 
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course.’ P es 
I suppose. pun 

likely to persua: í 
than knick- knacks, but 
tives really supposed to say 
whence"? | 

e BACK to pork-eating: a 
Hongkong craftsman who 
Chinese seals or chops, whose 
Was photographed by John | g 
son, aaar enjoy a piece: 































e A HONGKONG dentist friend re 
cently received a leaflet which read: 


‘Dear Doctor, 
Collection of Amalgam Scrap 

Our Collection of Your US 
Amalgam Scrap will in return to You. 
MONEY. Of course, an Attractive 
Sum in CASH. 

We come to take it in a second 
that's Your Best Convenient. Thu 
caused you Nothing Trouble. 

For Your INTEREST Sack, do feel 
free to contact us. We are much ap: 
preciated to hear You. 

Remember Not to Miss This Chane: 
and call us. | 

THANKS? | 


I was not so much fascinated by the: 
grammar of the above as by the fact. 
that anyone should think it worth« 
while collecting tiny second-hand 
tooth fillings. But the dentist tells me 
that it is well worthwhile — that 
amalgam usually contains 30% silver, 
together with mercury, the global re- 
sources of which are running low. 
Such firms also go round collecting 
used developing fluid from x-ri 
laboratories, while dentists are alsa - 
invited to sell old bits of br idgework, 
which sometimes contain gold. My . 
friend tells me he does not sell such l 
scrap himself — his nurses take it as 
one of the ^perks" of the iob. 
€ À CERTAIN 
Kuala Lumpur 
establishment, | 
photographed by 
Kevin Dwyer, 
luxuriates in a 
most appropriat 
name. 
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By Ted Morello in New York 


Age of the guard for the Unit- 
ed Nations' relief operation in 


Cambodia scrawls a giant question 


mark across the immediate future of 
the four-year-old humanitarian pro- 
gramme. 

Technically, the transition has been 
made. Tatsuro Kunugi, briefly Japan's 
consul-general in Frankfurt, West 
Germany, until his recent UN appoint- 
ment, has taken over from Australia's 
Sir Robert Jackson.as special repre- 
sentative of UN -Secretary-General 
Javier Perez de Cuellar to coordinate 
all humanitarian assistance program- 
mes stemming from the Cambodia con- 
flict. Appointed in January, Kunugi 
has just taken up his post in Bangkok, 
to where the operation's headquarters 
has been transferred from New York. 

But because of Perez de Cuellar's 
precipitate switch of the Cambodia re- 
lief 2 d s top man (REVIEW, 22 
Dec. 83), Kunugi is like a general 
without an army. Jackson will remain 
on hand during the transition period, 
but the rest of the operation's top staff 
has either already left or is on the point 
of departing, and no permanent re- 
placements have yet been named. 

For example, Jackson's veteran on- 
the-scene deputy, W. van der Oord, 
left his Bangkok headquarters at the 
end of February. John Kelly, another 
old hand in the Cambodia operation, 
has been called out of retirement to fill 
the vacancy, but only until the-end of 
March. Principal officer Chengaleth 
Sivasankar, who single-handedly has 


been running what until the Kunugi | 


takeover was the relief programme’ S 
headquarters at the UN in New York, 
leaves on 30 April. 

Kunugi also faces some daunting po- 
litical challenges. The Soviet Union 
will be Keeping a wary eye for any drift 
from neutrality. There is some support 
for the view — expressed by the repre- 
sentative of a West European aid donor 


— that in dumping Jackson Perez de | 


Cuellar has "sold out" to the United 
States and Asean. Jackson advocates 
balancing the distribution of aid to 
Cambodians through camps along the 
Thai-Cambodian border which are 
controlled by anti-Vietnamese resist- 
ance forces with a separate distribu- 
tion channel through the Heng Samrin 
authorities in Phnom Penh. The US 
and, Asean object to the Phnom Penh 
operation on the grounds that the 
famine emergency phase is over, and 
that Samrin is.not recognised by the 
UN, does not. allow independent 





monitoring of distribution and diverts _ 


Tatsuro Kunugl, t the new head of the UN's re 
Cambodia, faces difficulties as top: staffers di 













much of the 
Vietnamese tro | 
Such political c cross-currents rm 
shadow ny seas ahead for 
Kunugi. As an unknown plunged : sud- 
denly into. a complex situation, he 
lacks the advantages enjoyed by 
Jackson, who has been at the Cam- 
bodia post since the beginning when 
the UN General Assembly authorised 
the massive emergency-relief. opera- 
tion at its autumn session in 1979. 
More to the point, when Jackson took 
over the post, he had already built 
up an international reputation às a 
troubleshooter in development anc | 
humanitarian operations which span- 
ned four decades and encompassed 
some 50 countries, including massive 
World War H relief for the West's ally 
then, the Soviet Union. That fact alone | 
gave Jackson access to top officials in 
governments over the full sdcalogical 
spectrum. | 
Andina setting where rank is the ul- 
timate status symbol, Perez de Cuellar 
has put Kunugi át'a further disadvan- 
tage by downgrading his post from 
that of undersecretary-general (just 
one step below. the secretary-general 
himself) to assistant secretary-general. 
At the fiscal level, Kunugi's fund- 
raising. ability à an unknown quality. 
'ountry representatives 
say the secretary general appears. to 
ely overlooked a key ele- 
idi tinuity — when he 
a the departure of Jackson 
before a replacement was in sight. An 
informed guess at total aid from alla 
sources, including bilateral Sovie 
bloc assistance, since the apes 

























gional Land d rupe ovis ee Advo- 
ntir id to Cambodia as- 
s much. for political as for 


] humanitarian reasons, there are and 
will continue to be adequate contribu- 


tions for the displaced persons on the 
Thai border, where the pro-Western, 
anti-Vietnam Democratic Kampuchea 
coalition, headed by Prince Norodom 
Sihanouk, has esta lished a foothold 
in Cambodia. i 

The flow of aid into Cambodia has 
shrunk to a trickle. Yet, as Jackson 
cautioned. delegates to. the. 1 March 
donor meetin; ig here, the report. by the | 









food shortages" 
in July-October. 
He called for 
contributions to 
make up the ex- 
pected 176,000- 
tonne shortfall in 
Cambodia’s mil- 
lion-tonne an- 
nual require- 
ment. 

Jackson, who 
returned recent- 
ly from detailed 
discussions in 
Hanoi and Mos- 
cow, told the 
donors that the 
two governments 
"share our own 
concern about 
the situation that 
is developing 
within Kampuchea." He reported that 
both said they would respond favoura- 
bly with bilateral food assistance to 
any Phnom Penh request, provided 
that “the UN donor governments [the 
West] will respond in the same way." 
Jackson recalled that in 1981, when the 
deficit was roughly the same, the mul- 
tilateral donors and the Soviet Union 
each provided about 70,000 tonnes of 
cereal. 

Diplomats suggest that any such co- 
operation — not only humanitarian, 
but also political cooperation — would 
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Kunugi; Perez de Cuellar: precipitate action. 





end if the UN aid-flow into Cambodia 
stops. The explanation is that the UN 
effort already is heavily weighted in 
favour of people in the border area — 
and hence the Sihanouk coalition 
which is located there — and against 
the Phnom Penh-Hanoi-Moscow al- 
lies. Continued relief assistance to 
Cambodia is considered to be almost 
the only leverage the UN has for even- 
tually persuading the three-sided al- 
liance to modify its position and to ful- 
fil the terms of the general assembly's 
resolution calling for a Vietnamese 
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troop withdrawal from the country. 

The 50-year-old Kunugi, who spoke 
briefly at the donors' meeting, was à 
minister from 1976-83 in Japan's 
Geneva mission to the UN and other 
international organisations based 
there. From 1963-76 he was on the UN 
staff, assigned to the office of legal af- 
fairs and the UN Truce Supervision 
Organisation in the Middle East. 

Kunugi will spend the coming weeks 
familiarising himself with his new job. 
His tentative itinerary calls for early 
visits to Phnom Penh and possibly 
Hanoi. Later he is expected to touch 
base at the headquarters of some of the 
UN agencies and major donors, includ- 
ing the Food and Agriculture Organi- 
sation and the World Food Programme 
in Rome, the office of the High Com- 
missioner for Refugees and the Inter- 
national Committee of the Red Cross in 
Geneva, and the European Economic 
Community in Brussels. 

He is scheduled back at UN head- 
quarters here on 23 April to preside 
over the next donors' meeting, set ten- 
tatively for 2 May. During that period, 
he may also visit Washington for talks 
with officials of the Cambodia opera- 
tion's major donor country. 

It is uncertain whether Kunugi will 
go to Moscow — or what kind of recep- 
tion he will get if he does. As one dip- 
lomat put it: “The Russians will be 
watching him in the weeks ahead to see 
which way, if any, he tilts." D 
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E. e John McBeth in Chiang Mai 


Fhe Thai Government is studying a 
US$1 million crop-substitution plan 


— from the Thai segment of the so-called 
— Golden Triangle by the mid-1990s. The 

— plan, drawn up by the United Nations 
— Fund for Drug Abuse Control 
— (UNFDAC) and the Thai Office of the 
S g cotics Control Board (ONCB), 


E 260 villages in the five northern pro- 
— vinces of Chiang Mai, Chiang Rai, 
| - Payao, Nan and Tak — in effect, the re- 
^ maining 40% of Thailand’s total 
opium-cultivating area which has yet 
to be touched by a 10-year-old crop- 
substitution programme. 

The two agencies envisage the Thai 
Government contributing about a 
quarter of the cost, with the rest com- 
_ ing from Western nations and organi- 
— sations. But the UNFDAC has already 
— warned the Thais that the plan and the 
international reaction to it may be 
t jeopardised unless it clearly states its 
_ intention to enforce anti-opium laws if 
hill tribesmen continue to grow opium 
after the new plan is fully im- 
_ plemented. 
— Thai hill-tribe farmers this year 
— planted 25% more opium than in 1982, 
— and only late rains may have reduced 
— what could have been a 60-70-tonne 
— crop — twice as large as the area's 
—— average annual harvest. The worst of- 
— fenders are said to be in the Doi Sam 
—— Muen area, a mountainous tract north- 
$ ‘west of the Chiang Mai district town of 
» Chiang Dao, where opium-growing ac- 
. reage actually doubled despite it 
E . being the site of one of the five original 
d -crop-replacement pilot projects begun 
= in 1973. 
= Doi Sam Muen lies on the deeply rut- 
- — fed dirt road between Chiang Dao and 
_ the Pieng Luang headquarters of the 
- Shan United Revolutionary Army 
= — a small, 900-man force domi- 
2 nated by Kuomintang elements who 
b. . maintain heroin refineries in Burma. 
b: . During a recent wrenching drive to 


.— extensive poppy growing. 

Narcotics sources say three of the 
— pilot villages are still growing signifi- 
— cant amounts of opium — a fact which 
— is drawing the increasing attention of 
_ Western nations which have been pro- 
_ viding financial assistance for high- 
. land crop-replacement projects. "We 
are sensing increasing impatience 
from countries who have contributed 
— tothis programme since its inception,” 
one well-placed source told the 
(REVIEW. “We still haven't seen any 


h The opium laws TE 


L . The government considers a new narcotic-eradication drive 
x but financing countries want enforcement guarantees 


E. OM at eradicating the opium poppy 


proof of the Thai Government's inten- 
tion to begin enforcement." 

In February, for the first time, the 
Thais have destroyed some poppy 
fields, but none have been in long-term 
UN-project areas where farmers could 
be considered to have a secure means 
of earning an income from other crops. 
One 42-acre plot was in the Mae San 
area of Lampang province, where Yao 
tribesmen are part of the most recent 
UNFDAC-funded  crop-replacement 
scheme. Another 60 acres of poppies 
were destroyed in the Fang district of 
Chiang Mai, and the remaining 145 


acres were burnt by army troops in 
Chiang Rai and neighbouring Nan pro- 
vinces after former Thai communist 
insurgents resettled on land there had 
been repeatedly warned against grow- 
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ing opium. Both these areas fall under 
the umbrella of crop-substitution pro- 
jects run by the 3rd Army Region's 
civilian-police-military (CPM) com- 
mands. 


puce» it was the wholesale de- 
struction of opium fields that allow- 
ed communist cadres to infiltrate and 
win over many hill tribesmen — par- 
ticularly in Nan and Tak provinces — in 
the late 1960s. It is a lesson Thai au- 
thorities have learned well and ex- 
plains why they have been reluctant to 
use force up to now. The two recent in- 
cidents may indicate, however, that 
they have reached a turning point. 
"What they could be doing is showing 
it can happen without actually appear- 
ing to threaten the people in the project 
areas," suggested one source closely 
associated with the anti-narcotics 
programme. 
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areas crop replacement his reached a 
point where there is no need for the hill 
tribes to grow opium. And they warn 
that unless enforcement is undertaken, 
countries which have been providing 
assistance or which might be called on 
as potential contributors to the new 
crop-substitution plan may simply de- 
cide they are throwing good money 
after bad. One veteran development 
specialist said: “Crop substitution will 
never be totally successful in the end 
without enforcement coming in at 
some time.” 

Although full details have yet to be 
officially released, the crop-substitu- 
tion master plan is recognised as the 
most comprehensive study yet made of 
opium-growing patterns in northern 
Thailand, where total production has 
fallen from 140 tonnes in 1966-67 to 
the estimated current annual average 
of 35 tonnes. Interestingly, the annual 
output of coffee — still the most suc- 
cessful and profitable substitution 
crop — is now running at about 50 ton- 
nes and is steadily increasing. 

The bulk of the Golden Triangle har- 
vest is grown in adjoining northeast 
Burma, but a significant proportion of 
this opium-growing 
area is out of Bur- 
mese Government 
control and under 
the sway of the 
Burma Communist 
Party — now an ac- 
tive participant in 
the illicit trade — 
and some other 
nationalist rebel or 
warlord groups. 
Most estimates put 
Burma’s annual 
crop in the region of 
400-600 tonnes. 
Some experts have 
recently begun to 
question this figure, d 
and one source with 
experience inside 
Burma believes it is 
probably more likely in the neighbour- 
hood of 100-200 tonnes on average. 

Certainly, annual assessments of 
opium harvests are now tinged with 
caution — at least until monitoring 
agencies get some hint of the flow and 
the number of narcotics refineries in 
operation along the Thai-Burmese 
border. Satellite pictures show the 
areas under poppy cultivation, but 
they cannot measure per-acre yield. 
On top of this problem are the vagaries 
of the weather and the fact that rain at 
a critical stage of poppy growth can 
damage the crop, radically changing 
yields. 

The latest and most ambitious crop- 
substitution plan for northern Thai- 
land comes 10 years after UNFDAC, 
with the UN Development Project 
(UNDP) acting as executing agency, 
launched a pioneering crop-replace- 
ment project in five widely separated 
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3 ly sci and) at the end 
e pilot period in 1979, another 25 
rounding "satellite" villages had 
n drawn in. 

he establishment of the Chiang 
han agricultural development sta- 
. enabled controlled testing under 

ghland conditions of a wide variety 
otential substitute crops, including 
ffee, kidney beans, potatoes, off-sea- 
n vegetables, wheat, fruit trees ànd 
gh -yield field corn. The station has 
so turned out well-trained, moti- 
ited and well-supported *extension" 

rkers who live in the villages, 
adually gaining the trust and respect 
he hill tribe farmers while experi- 
nting with and demonstrating a 
nge of new crops and farming 
hniques. | 

e pilot programme was extended 
r a further two years, and then in 
#80 was replaced by the Thai-UN 
hland Agricultural Marketing and 
luction (HAMP) project — a fol- 
up scheme which has penetrated 
nill-tribe villages in three new 
py-growing areas of Chiang Mai 





































































































. Sompoy, northern Thailand, it is 
the beginning. More than 20 
es into the mountains and well to 
outh of the Chiang Mai provincial 
pital, the hillside below this Karen 
e village is dotted with maturing 
ee plants, carrying their first ber- 
Across the valley on the broad, 
eply rising facing slopes, familiar 
t green patches mark the new 
m harvest — the harvest that cof- 
1d a variety of other cash crops are 
gned to replace. 
ompoy, with its 56 thatched houses 
81 inhabitants, is a so-called key 


emes introduced by the Thai-Unit- 
Nations Highland Agricultural 
eting and Production (HAMP) 
ect in Chiang Mai and neighbour- 
mpang province three years ago. 
other Karen and one Hmong hill- 
e village form part of the Sompoy 
taking, covering à 22-sq. km. 
k that produces anywhere from 
0 to 3,200 kgs of raw opium a 


i HAMP was launched i in early 
üdyance party of young Thai 


A walk io the nearest district 
m Thong took between five 


HAMP project began in January 1 198 | 
and, when it terminates at the end of 





( in one of three expansion 


"The ocn ccce is 


this year, the UNDP will be phased out 


leaving the Thai Government — in es- | 


sence the Public Welfare Department 
with the ONCB acting as coordinating 


agency — to take over all administra- | 


tive, financial and managerial respon- 
sibilities for the 37 project villages. 
The Norwegian and Swedish govern- 


ments are expected to continue to pro- 
vide financial assistance, but UN- 


sources indicate they will press for 
guarantees that, 


tion will cease. 


uU more recent projects villagers 
are being asked to sign contracts to 
this effect. "The UNDP has been iden- 
tifying crops and special problems as- 
sociated with marketing, but it has 


also started to impose conditions on a - 


small scale," explained one official. "It 
goes in and identifies development 
projects, then it decides on a package 
and informs the villagers it will be pre- 
pared to go ahead with it if they phase 
out opium. 


d eee E E The UNFDAC views the d dini 


here poppies o once e stood 


e anti-opium crop-substitution programme is being extended 
ther into the countryside of the northern provinces 


months ago of a narrow dry-weather 
road, largely financed by the UN Deve- 
lopment Fund, improved access and 
opened up the area for more concerted 
development. 

"The first year was spent trying to 
get them [the hill tribesmen] to accept 
us, 
Sasibutra, a 36-year-old Public Wel- 
fare Department official whose five- 
man team lives at Sompoy. "They now 
realise the time has come and if they do 
not stop growing opium they will be 
running up against the law, but their 
main concern is whether we can finda 
good market for their new produce." 

The initial aim was to make the 
tribesmen self-sufficient in rice; for- 
merly they had been using opium as 
barter to make up for serious shortages 


of rice. The introduction of new var- 


ieties of seed led to a spectacular in- 
crease in upland-rice production and 
an even steeper.rise in paddy rice 
grown on the valley floor. 

A rice bank was also established, al- 
lowing hill-tribe families to borrow 


during the scarce months and pay it- 


back with interest after the harvest at 
the end of the year. 

All seven villages are now growing 
coffee, mostly the Arabica variety, and 





once replacement : 
crops become viable, opium cultiva- 


60, ind a e a will be diia Ain to opel 





said project director Saksith | 






































tered b 3rd. Ar 
only on the. understanding hat the 
former insurgent hill tribesmen, who 
make up the majority of those affec 
give up opium growing. It i is. apparent 

that Washington also is p NM 
creasing pressure on the Thai Govern- OA 
ment to tighten enforcement acrossthe 












board. 


Apart from the fear of alienating the 
hill tribes, the Thais worry that if they. 


. get rid of all the opium in the northern 


hills, local opium addicts might switch 
to heroin — as happened in Bangkok 
when opium dens were banned in 1959. 
What eid lad deco is the 


next year - — bringing a price that will 
come close to matching that of opium, 
it is hoped. Kidney beans and short- 
term cash crops, such as garlic, onions, 
carrots, cabbage, tomatoes, chilli, 
sweet corn and maize, have been added 
to thehighland agricultural list of sub- 
stitution crops, and experiments are 
under way with apples; pears, apricots 
and lychee... . 

As Saksith . explained: “They are 
waking up to the fact that there are 
other ways to make money and they are 
starting to realise it represents a new 
way of life: I think they are going to ac- 
cept it, but the important thing is to be. 
frank with them... these people havea 
good memory and they remember what 
you have told them herori: 





i ü goi | j take time, as 





| Bit. Lin decade. of experience has 


shown. The Karen, who make up some 

75% of the 1,720 tribesmen in the pro- 
ject area, have a yearly income of only 
Baht 2-3, 000 (US$86-130). Generally, 
they cultivate only small plots of 
opium because of limited land and a 
lack of fertiliser, and invariably what 
they do grow is bartered for clothing 
and other necessities rather than as a 
straight commercial enterprise. The 
Hmong, on the other hand, specialise 
in opium. "The Hmong only know how 
to grow opium," explained Saksith. 
"They have no skills in other farming 
and they are content to work ~ three 
months in: Jenn e 
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Destroying narcotics stocks: enforcement is necessary. 


retention of small backyard opium 
plots as a simple and humane solution 
to the problem of the hill-tribe addict 
population, but Western officials con- 
cerned with international conventions 
and laws are sceptical because of the 
difficulties involved in distinguishing 
between production for commercial 
and domestic use. 

While international impatience is 
understandable, there has still been 
significant progress made over the past 
decade in tackling a sensitive and com- 


houses and 430 people, the average in- 
come per family is about Baht 60,000 a 
year. Some make considerably more. 
The headman, who lives in what by 
hill-tribe standards is a luxury two- 
storey wooden house with glass win- 
dows and asbestos tile roofing, is said 
to have salted away Baht 300,000 last 
season. 

And in difficult forested terrain, 
where wealth is measured by one’s 


mode of transportation and other ma-_ 


terial possessions, Pa Kluey boasts 10 
privately owned pickup trucks, TV sets 
and two or three shops selling rudi- 
mentary consumer goods. Sompoy and 
the other satellite Karen villages fea- 
ture no such display of affluence apart 
from what the HAMP team has 
brought in with them. 

The Hmong farm the opium in a 
patchwork sweep across the facing 
slopes. Because the valley runs east to 
west and the fields catch the sunlight 
for only half the day, it is regarded as 
ideal for poppy planting, though the 
poor quality of the seeds produce a 
yield that is often 10 times less than 
poppies grown in Pakistan. 

The seeds are broadcast on newly 
hoed ground in late September or Oc- 
tober, with a week or 10 days between 
each plot's planting to make harvest- 
ing simpler and to guard against late 
rains destroying an entire crop. During 
the growing period, the new plants are 
weeded twice and fertilised — a trend 
towards modern agricultural tech- 
niques that would alarm anti-narco- 
tics agencies if it were not for the sub- 
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More than 3, 230 acres 
of replacement crops 
are now planted on 
land formerly used or 
available for opium- 
poppy cultivation, 
compared with about 
12,900 acres that were 
given over to last year’s 
opium harvest. It 
should be noted, how- 
ever, that this year's 
increased opium 
acreage indicates there 
is considerably more 
land available for 
opium production if 
the farmer wants to use it. 

One real success story has been in the 
Mae Sa valley, 20 miles northeast of 
Chiang Mai. Five years ago farmers 
were growing 320-370 acres of opium. 
Now, thanks to substitution crops, 
only 2.5 acres is harvested by three vil- 
lages for local consumption. 

While kidney beans are regarded as 
the old standby, with demand far ex- 
ceeding supply, coffee is clearly the 
crop of the future. "We are getting 
early predictions of quite high quality 









standard seeds and unpredictable 
rainfall. 

This year would have been a good 
harvest had it not been for late rains in 
February when a significant percent- 
age of the opium was still in its vulner- 
able flowering stage. Saksith estimates 
about a third of the crop in his area was 
affected in one way or another with 
water penetrating and rotting the sap- 
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mendously." Almost all highland pro o- 
jects now have a coffee componi 

The Chiang Khan facility, which v 
handed over to Chiang Mai Uni or- 
sity's agricultural faculty in 1980, 1 B 
now being turned into a fully fledge 
research station with the help oL 
US$770,000 grant from the Dutch 
Government. At the end of this yee 
the station is likely to assume t 
UNDP's current role as a broker fo 
hill-tribe farmers selling their coffee 
four main buyers. 

It is paradoxical that opium | 
given the northern provinces a bed 
they might not otherwise have re 
ceived. “The development which H 
taken place and the Infrastructur re 
being built is very important,” notes 
Mann. “If opium wasn’t here pi 
be still 20 years behind — certainly 
in helping people at the poverty levé el 
In the last 12 years there has been tr 
mendous change. In the old days OL 
could walk for two or three days befo: "e 
hitting a road. Now it's only a M 
hours." The road to the eradication of 
the illicit opium crop, however, is stil 
long and arduous. 


























bearing pods. Much of what is nar- 
vested, however, is likely to go directly 
into the illicit market — perhaps wo 
out of every five joi, the traditional 1.6 
kg measure for opium. Unlike me st 
Hmong  hill-tribe settlements, Pa 
Kluey houses only 15 of the 60 E 
corded addicts in the Sompoy area anc 
keeps very little opium for home con 
sumption. — JOHN McBE TH 
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The Philippines—revolution or revival? 


fter the shocking killing of former 


senator Benigno Aquino at Manila 


International Airport as he returned 


from self-imposed exile in the United 
- States six months ago, something burst 


— tin the normally reticent consciousness 
— of Filipinos: a stronger resolve to save 


the country by getting rid, peacefully if 
| possible, of its present inept and rep- 
ressive regime. 

The authoritarian political system of 


— President Ferdinand Marcos has been 


called upon to put an end to itself if it 
cannot navigate the ship of state on a 


more democratic course. But the situa- 


tion today also demands, on the other 
hand, a firm and united leadership 


— from those in opposition. And both de- 


mands appear to be falling short of the 
"people's expectations at this crucial 
and challenging time. 

The opposition groups since the be- 
- ginning of the 1980s have been discus- 
sing ways and means of uniting in the 
common cause against a common 


3 enemy. But it seems that up to this 
‘created by Aquino's murder, that unity 


and despite the momentum 


has failed to materialise. It also seems 
that the democratic reforms now being 
urged must be handed over on a silver 
platter by Marcos himself. That is 
politically unrealistic given that Mar- 
cos knows only too well his advantages 
in terms of his two major supporters 
the military and the United 
States. 

Therefore, those democratic reforms 
will not come from Marcos, simply be- 
cause he does not have to give them. 
They may in fact be realised only in a 
Bb situation after the departure 
-of Marcos. Hence, if the opposition de- 
cides to boycott the forthcoming na- 
tional assembly elections, it will be 
forfeiting a legitimate chance to gain 


political power. 


The opposition’s rejection of Mar- 


' cos-style elections has been based 


on the theory that Marcos will never 
allow the opposition to win. This is 
further bolstered by a consistent claim 
that any participation in a Marcos- 
— Style election will lend legitimacy to 


d his repressive regime. Both arguments 


are credible. But they ignore one im- 
- portant factor — the popular demand 
for change that an election could re- 


| : veal in its results. Unless the election is 
—massively rigged, that clamour will 
x "Show, particularly if it is true that 
— Marcos’ power base has been badly 
 eroded recently. 


What the opposition forgets is the 


— fact that it has mass support now. The 
— people today are more inclined than 


ever before to translate their grie- 
vances, given the right leadership, into 





something concrete. In other words, a 
revolution need not come from the bar- 
rel of a gun. So why frustrate the 
people by calling a boycott? 

It may be that the opposition is 
thinking of measures to gain political 
power other than through an election. 
But itis evident that the majority is not 
prepared to resort to a protracted 
armed struggle to press for democratic 
changes, except in the case of the New 
People's Army, the armed wing of the 
outlawed Communist Party of the 
Philippines. 

Therefore, since a revolution is ruled 
out, why seek a boycott? Most Filipinos 


Sheilah Ocampo- 
Kalfors, formerly 
REVIEW bureau 
chief in Manila, 
now lives and 
works in Maputo, 
Mozambique. 





are more politicised now and more 
conscious of the power of their collec- 
tive force in the demand for change. 
And it should be worthwhile for the 
opposition to ponder how best to par- 
ticipate effectively in an election so as 
to ensure that the people's will is ex- 
pressed. 

As a pre-condition for participation, 
the opposition should continue to in- 
sist on some safeguards to minimise 
the possibilities for ballot-rigging and 
election-time violence. For instance, 
the armed forces (including those who 
wear civilian clothes) should be kept 











Diokno; Mrs Aquino: a winning team? 


neutral and away from the whole exer- 
cise. And election rules and procedures 
must be equally available to the ruling 
party and the opposition. parties, as 
must media exposure — press, radio 
and TV. But considering the pro-gov- 


ernment nature of the Philippine 


media, that equality will be difficult to 
attain. Therefore,  electioneering 
through the media should be banned 
and replaced by public debates held 
anywhere — perhaps even in public 
markets, where housewives battle with 
inflation in the form of high prices. The 
place is immaterial, it is the quality of 
the men and what they are saying that 
matters. 

But assuming that the opposition 
boycotts, what then? Marcos’ ruling 
party, the Kilusang Bagong Lipunan, 
will naturally win and retain its domi- 
nance. And Marcos will be able to say 
to his critics, at home and abroad, that 
at least an election has been held. 
Whatever its imperfections, it was an 
election nonetheless and therefore a 
democratic process. And such ges- 
tures, no matter how meaningless, are 
viewed positively by the US. 


he irony is that the US must be able 

to justify its continuing involvement 
in Philippine politics (because of its 
military interest in the region) and the 
minimum it expects of an ally’s politi- 
cal performance is certain exercises 
akin to democratic practices — such as 
elections, plebiscites. and referen- 
dums. Then it can declare without 
blushing (as did Vice-President 
George Bush not too long ago) that the 
Philippines after all has taken several 


steps to democratise under Marcos. @ 
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iat is irrespective of whether the 
cerci e was acceptable to Filipinos. It 
is the re" that matters, not 
necessarily the substance. 

There is also one glaring fault in the 
opposition's call for action. It confuses 
rather than creates a political consen- 
sus. Many arguments are expressed 
by various oppo ion leaders without 

















But be rized — Mi AAA he 
. had popular support. » 


Diokno and Aquino's widow, Corazon? 
In a presidential election that would 
“harness great popular support, par- 
ticularly with Mrs Aquino represent- 

ing the interests of women voters. Now 
is the time for a popularly elected 
woman to get into power. Diokno is not 

only a politician and human-rights 
lawyer, but a leading nationalist. And 


Mrs Aquino not only represents her 
husband's ideals of liberal democracy, 
.. She helped nurture them as his wife 
«8nd silent supporter. 
^-^ v. The Americans think Diokno is too 
much opposed to the US bases, the US 







e allowed to gain political power. 
But consider Prime Minister Robert 
. Mugabe of Zimbabwe. He was re- 
' garded not only as a Marxist but a 
fanatical one and therefore was the 
last man expected by the US and Bri- 
tain to win the British- -supervised elec- 
. tions in 1980. But he did win — because 
_hehad popular support. And today, the 
. US is still giving economic aid to Zim- 
-. babwe despite Mugabe being in power. 
- This cannot be an isolated case. It can 
happen in the Philippines that a politi- 
€al leader with great mass appeal 
could win despite all the odds and 
against all negative speculations. The 
Philippine situation is ripe. for that 
popular will to emerge. 

=< Under the Marcos regime Filipinos 
cannot hope to see any real democratic 
changes. Therefore the opposition 
must get into power. There are only 
two options — a peaceful one through 
an election, or a revolution. What is the 
logical choice given Marcos’ tenacity 
d the people's growing impatience 
democratic reforms? .ü 
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dtinationals and therefore the US. 
ferest in the country, and so should. 


friendship, : 
multifaceted cooperation between the - 
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admiration’ but relations with China are 


By Alan Sanders 


ongolian leaders have welcomed 

Konstantin Chernenko's election 
as general secretary of the Soviet Com- 
munist Party with greater warmth 
than they welcomed Yuri Andropov's 
election 15 months earlier. 

In November 1982, President Yum- 
jaagiyn Tsedenbal, in his capacity as 
general secretary of the Mongolian 
People S Revolutionary Party, 

"warmly and heartily" congratulated 
Andropov, but his message went on to 
pay tribute to Leonid Brezhnev twice | 
by name and spoke of Brezhnev's "in- 
valuable contribution” to the 
strengthening of Mongolian-Soviet 
friendship. 

Tsedenbal’s message last month, | 
however, made no mention of An- | 
dropov and offered Chernenko “most 
hearty congratulations and best 
wishes." In Mongolia, Tsedenbal con- 
tinued, Chernenko was "well known 
and deeply admired" as a "consistent 
internationalist." He went on: “The 


.communists and- working people of 
| socialist Mongolia value highly your 


great personal. contribution to the 
strengthening of the ties of fraternal 
militant alliance and 


Mongolian and Soviet parties and be- 
tween our countries and nations." 
Tsedenbal, who had been on holiday 
in the Soviet Union. at the time of | 
Andropov's death, ended his message © 
to Chernenko: “With all my heart I 


. wish you, dear Konstantin Ustinovich, 
good health and great success in your 


fruitful activity." Warm sentiments | 
such as these had been. lacking in the 
Mongolian leader's contacts with An- 
dropov. | 

Doubtless  Chernenko's election 
suggests to the Mongolians a return to 
the comfortable relationship they en- 
joyed earlier with the Soviet leaders 
under "elder brother" Brezhnev. An 
editorial in the Mongolian press spoke 
of the Mongolian people's “approval 
and full support" for Chernenko's Feb- 


ruary speech on the continuity of | 


Soviet policy. 

The Mongolian newspapers reported 
Andropov's .death and then Cher- 
nenko's election in almost exactly the 
same way as the Soviet central press. 
Like the Soviet Union, Mongolia also 
proclaimed a period of mourning for 
Andropov, with artillery salutes, the 
halting of work and traffic, and the 
sounding of factory hooters at the mo- 
ment of his burial. However, there was 
no big rally in Ulan Bator, with a 
speech by a top leader, as there had | 
been hen Brezhnev died. 
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overtures to Peking. 
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Another important differe 
that Tsedenbal had two mee 
Chernenko within days c 
In 1982, Tsedenbal had t 
before returning to M: : 
stantive talks with And 
time Tsedenbal, ace omp j 
mier Jambyn Batmonh, briefly 
condolences: to Chernenko, I 
Nikolay Tikhonov, For 
Andrei Gromyko and First V 
dent Vasiliy Kuznetsov on. 
ruary, and then on 17 Febry 
Chernenko again with Gr 
the secretary of the central c 

According to an official re 
second meeting, Tsedenbal a 
nenko "stressed the will and r 
Soviet and Mongolian comm 
do everything for the 
strengthening of the trad 
golian- Soviet friendship and 
operation.” 





















































































hernenko has not visited ; 

"though he once served wit 
border troops on the Soviet 
with China, but Tsedenbal ane 
Mongolian leaders have known. 
long time, and he certainly repr 
for them continuity of Brezhne 
licy on Mongolia which. has. 
enormously from Soviet aid 

Under Andropov, there * 
that Soviet attempts to imp 
tions with China might E 
Mongolians a | bit nervou 
Nov. '83). At the beginnt 
there was further eviden: 
golia's sensitivity to the 








A statement by the Mong 
ernment, released not lo 
latest round of Sino-Sovie 
due to begin in Moscow, said ti 
tached much importance. t 
However, China was der i 
withdrawal from Mongolia 
Soviet troops “temporarily” st 
there as a condition for the norm 
tion of Sino-Soviet relations. 

The statement said the Sox 
were there at Mongolia's regi 
China was "well aware of th 
for their deployment.” They u 
threat to China's sec urity, 
obstacle to the normalisation 
Soviet relations. The Sovie 
were a matter for Mongolia: 
relations, and their w ithdrawa 
not be discussed at the Sino 
talks. The Mongolian statement 
that Mongolia was still in favour. 
 storation and development of 4 
. neighbourliness and cooperat 
China. 
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By Murray Sayle in Tokyo 
C nce upon a rainy night in Boston in 
the United States, a former British 
Royal Artillery officer who had man- 
aged to survive World War I was giving 
-alecture about Mt Everest and the far- 
o f prospects — it was then 1923 — of 
reaching the summit. His name was 
Ge orge Mallory, and his purpose, like 
Many before and since, was to raise 
lunds for his expedition the following 
yt AT. 
_ Everest is an expensive mountain, 
an d Mallory had given his lecture 
many times. And, as regularly as snow 
p on the Himalayas, someone would 
get up at the end and ask: “Mr Mallory, 
why are you trying to climb Mt Ever- 
est?” The climber had a ready answer: 
We are doing this to show that the 
S pirit that built the British Empire is 
not altogether dead, coupled with the 
aame of the Scientific Committee of 
: ie Royal Alpine Society." The reply 
jally brought a restrained round of 
ap plause — sometimes a few dollars. 
But that night in Boston something 
snapped. "I could see him getting 
'eady to ask his question,” Mallory re- 
d all ed afterwards. “Sure enough, he 
t up his hand. ‘Mr Mallory, why are 
la jt 1 trying to climb Mt Everest? I was 
ti ired. On the spur of the moment, I re- 
E lied, ‘Because it's there.’ I don’ t really 
ki now what I meant by this. After all, it 
would be rather difficult to climb it ifit 
wasn’t there." 
| A young man from the Associated 
Pre E was also there, and his report, on 
{iet day for news, went around the 
Bra. On 8 June 1924, Mallory and his 
Yi ar ner Andrew Irvine were last 
ghted through a break in the clouds, 
Eeey dots on the final pyramid of 
erest “going strong for the top.” 
ey left behind the only line every- 
knows about mountain-climb- 
g, Fand the other unsolved mystery: 
why do men give their lives to this most 
langerous, least rewarded, most 
Ba chisti sport? 
TI he question is again sadly topical, 
with the news that Naomi Uemura, de- 
Cr ibed for want of a more comprehen- 
siv ivetitle as “the Japanese adventurer,” 
s missing near the summit of Mt 
Saeed — at 20,320 ft, the highest 
tain in North ‘America — in wea- 
ler that leaves no hope for his sur- 
JÌN a 
; re Mallory and Irvine, Uemura 
i ied »d on a note of triumph, though less 
nigmatic than theirs: on 12 February 
ie reached the top, the first solo climb 
of f Mt McKinley in winter, and was last 


Death of a sportsman: 
because it was there 


seen four days later at around 17,000 ft 
before a blizzard blotted the mountain 
out. His achievements were the stuff of 
a boy’s dreams: up Everest alone, down 
the Amazon by raft, to the North Pole 
by dog-sled, the first up the highest 
peaks of five continents. Uemura was 
that rarest of Japanese, a loner, a man 
eager to test himself far from home, 
with only the heroic dead for company. 
Among the crowd of crooked politi- 
cians and faceless drudges Japan cur- 
rently presents to the world his tower- 
ing, 5 ft 4-in. figure will be sorely miss- 
ed. 

This remarkable man — like so many 
remarkable men — had unremarkable 
parentage. He was born in 1941 in 
Hyogo Prefecture, in the southwestern 
part of Japan, the sixth and youngest 
child of a maker of tatami floor-mats, 


Uemura: a man alone. 





who sent him to the agricultural facul- 
ty of Meiji University in Tokyo. Apal- 
led by the capital’s concrete, he joined 
the university mountaineering club to 
pursue his passion, common among his 
countrymen, for nature and the wild 
outdoors. In 1964 he was selected to go 
on a university expedition to the 
Himalayas. Japan lost forever a prom- 
ising agricultural bureaucrat. 

In July 1966 he climbed Mont Blanc 
on the French-Italian border, solo, fol- 
lowed in October by a solo ascent of 
Kenya’s Mt Kilimanjaro, the highest in 
Africa, and in February 1968 a solo as- 
cent of Mt Aconcagua in Argentina and 
then, for a change of pace, a 3,700-mile 
journey down the Amazon — again 
alone — on a raft. 

Back in Japan, Uemura was chosen 
as a member of the Japanese team to 
assault Mt Everest, and on 11 May 1970 


was the first climber to plant the Ris- 
ing Sun on the summit. The same au- 
tumn he was in Alaska for the first solo 
ascent of Mt McKinley, becoming the 
first person to climb the highest moun- 
tains of five continents, leaving only 
Australia’s Mt Kosciusko, at 7,316 ft 
barely an afternoon’s stroll with the 
family dog, and the out-of-the-way Mt 
Vinson Massif in Antarctica still un- 
conquered. 

It is difficult to know what to do for 
an encore after Everest, which may be 
why Uemura joined the International 
Himalayan Expedition of 1971, led by 
Norman Dyhrenfurth, a Swiss-Ameri- 
can who had been photographer on the 
1952 Swiss expedition which came 
close to climbing Everest for the first 
time, and later led the successful 1963 
American expedition. The interna- 
tional expedition, largely financed by 
the British Broadcasting Corp., with 
my good self as reporter, flamboyantly 
labelled its equipment “Everest diret- 
tissima,” (Everest by the most direct 
route) meaning that we intended to 
climb the southwest face — the dif- 
ficult route — a stupendous cliff which 
ascends the last 7,000 ft 
to the summit and gives 
the mountain its unmis- 
takeable triangular pro- 
file. 

Not all the climbers 
were on that expedition 
for the pure love of ad- 
venture, however. A 
French lady, Yvette 
Vaucher, wanted to be 
the first woman on the 
summit; Pierre Mazeaud, 
a Gaullist deputy, hoped 
to be the first French- 
man, and Carlo Mauri 
planned not only to be 
the first Italian to climb 
Everest but to be photo- 
graphed on the summit 
with a bottle of after- 
shave lotion, of which he had brought a 
case for the purpose. These people pre- 
ferred the classical, or “easy” (all 
things are relative) route by the South 
Col and the West Ridge — the one 
climbed by Uemura the year before, 
and by Sir Edmund Hillary in 1953. 


S: which was it to be, the easy or 
the difficult route? The question 
went to a vote, the 42 Sherpas voting 
along with the sahibs and the mem- 
sahib. The face won, and the Latin 
group mutinied. "They expect me, 
Pierre Mazeaud, 42, member of the Na- 
tional Assembly, to be a Sherpa for the 
Anglo-Saxons and Japanese," fumed 
their unofficial leader (and future 
Everest conqueror). *Nevair! Itis not I, 
but France which has been insulted! " 
With that, the Latins hastily packed 
and left, leaving little behind but after- 
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shave lotion and fragrant memories. 

Then, after most of the expedition 
had gone home, a serious attempt was 
made to climb the mountain. Don 
Whillans and Dougal Haston, the lat- 
ter to be one of the first British pair on 
the summit and later to diein Switzer- 
land, got to within 1,700 ft of the top 
before the oncoming monsoon compel- 
led retreat. Their attempt was made 
possible by Uemura and his Japanese 
partner Reizo Ito (a university jock of 
the Andrew Irvine ilk) who hauled 

oxygen, ropes and tents to the final 
camp, perched in the Y-gully on the 
face. The Japanese showed, in this 
risky support operation, great 
generosity of spirit, throwing away 
their own chances in the process. Uem- 
ura later said that he thought the 
British — of all the nationalities in- 
volved — came closest to his own view 
of the sport. The last two off the moun- 
tain were, for the record, Whillans and 
your weary correspondent. 

Up to Everest, Uemura's adventures 
were, as we might say, fairly conven- 
tional. He then embarked on a new and 
highly original line, moving to the 
Canadian Arctic to live 
for a year with an Es- 
kimo tribe, learning 
dog-handling and a 
smattering of the Inuit 
language (he never man- 
aged much more of any- 
thing but Japanese). 
This led, first, to a 2,000- 
mile solo journey by 
dog-sled along the coast 
of Greenland, and then a 

.1,500-mile journey, also 

alone, from Greenland 
through the Canadian 
Arctic to Kotzebue in 
Alaska. In these jour- 
neyings he lost al- 
together 50 dogs, either 
. by overwork, drowning, 
or through dog fights. 

On one occasion, his sledge and dog- 
team disappeared through thin ice, 
leaving the adventurer on the brink 
with nothing but a whip in his hand. 
He dragged some of his dogs out, and 
bought more at the next Eskimo vil- 
lage. Another time a polar bear at- 
tacked his camp as he slept, ignored 
Uemura who was wrapped in a sleep- 

ing-bag, and made off with his supply 
of dog-food. When the beast returned 
for more the next morning Uemura 
shot it, and dogs and master feasted on 
bear meat for a week. 

Uemura often spoke of a fascination 
with Eskimos, who are, of course, re- 
lated by race to the Japanese. In his 
time among them he developed great 
respect for their technology of survi- 
val, and gradually adopted Eskimo 
gear himself, wearing such things as 
-= bearskin trousers and sealskin mittens 

=>. ae a ; T 







and boots; driving an Eskimo-built 
sledge, and living on raw sealliver and 
whale blubber. This schooled Uemura 
for his most notable achievement, his 
single-handed journey (the first, and 
so far the only) to the North Pole by 
dog-sled from Ellesmere Island in the 
north of Canada, followed by a 1,700- 
mile solo traverse from north to south 
of the mountains of Greenland. With 
these journeys, among the most dif- 
ficult ever made by one man, Uemura 
appeared to be developing the lifestyle 


of the Eskimos for sporting ends, just | 


as his predecessors had adapted the 
techniques of Alpine smugglers and 
Sherpa herdsmen into the game of 
mountaineering — a notable contribu- 
tion to the human mastery of our 
planet. 

Some of his equipment was, how- 


ever, modern, and expensive. The 
North Pole expedition cost 
US$700,000, including airdrops of 


food and a new sled, and a kindly air- 
lift out for a Husky bitch named Shiro 
(Whitey), who unexpectedly produced 
six pups in the wilds of Greenland. In 
those years, he spent a lot of time in 


Oh receives his award: one of the crowd. 





Japan doing the rounds of Tokyo rais- 
ing money from a dog-food company, a 
Japanese whisky firm, magazines and 
TV programmes. His book, Beyond 
Everest, helped, and so did the Inter- 
national Award for Valour in Sport 
and a prize of US$110,000 presented to 
Uemura at London's Guildhall in 1979. 
But, like his predecessor Mallory 
(also a man of few and simple words), 
Uemura had difficulty in explaining 
what his purpose was. “I suspect my 
sensibilities have been numbed by the 
search for money,” he told a friend. “I 
have a feeling that I am being swept on 
by something I do not understand." 
Last year he turned 43, an age when 
the calendar begins to nag even the 
toughest adventurer. He was, of 
course, a hero among the Japanese, but 
not to Japanese bureaucrats. After his 


journey to the North Pole Uemura was 
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proposed by no less an admirer thà an 
the then prime minister, Masayos ni 
Ohira, for a Japanese civil decora 
tion called the People’s Honour p 
Award, founded with the idea of wean- 
ing the Japanese away from their an- 
cient obsession with swords and ware 
riors. But a desk-bound Tokyo com- 
mittee ruled that he had not done 
enough to earn it. 


trangely enough, the award had å al- 

ready been given to a baseball 
player named Sadaharu Oh, descende 
from a Chinese family in Taiwan 
the more familiar name of Wang. Ohi ( 
Wang's feat had consisted of scoring 
home runs in sub-sized parks against 
less-than-world-class opponents, but 
he was a good team player, never left 
Japan, did not consort with foreigners, 
made a lot of money for himself and 8 
lot more for the politically powerf 
bosses of the Japanese baseball indu 3 
try. He thus was altogether a safer herà 
than the unpredictable and cosmopoli- 
tan Uemura in the blinkered eyes of the 
Japanese establishment. Oh is, of 
course, little known outside Japan i | 

Last year, Uemura began to get 
another expedition together, one 
which reflected both hasty arrange- 
ments and modest finances. His idea 
was to try some of his Eskimo-based. 
techniques on a long-standing moun- 
taineering problem, the winter on At 
McKinley in Alaska just south of th 
Arctic Circle. McKinley has bee 
climbed many times by. soloists, 
first having been Uemura himself ii 
1970, but a solo climb in winter | 
another matter. 

The difficulty lies in the configura 
tion of the mountain, which somewhat 
resembles that of Everest. The ape 
proach, like Everest's, is up a glacier 
which leads to.a headwall, or cH 
some 1,000 ft high. Above the headw 
is the West Buttr ess, a slope broken DA 
crevasses and ice caves which leads to : 
the summit at 20,320 ft. k 

Uemura's plan was to use Arctic . 
techniques to overcome the limited 
carrying capacity of a soloist. He pro- 
posed to approach the cliff on snow 
shoes, pulling a small sledge with 30 Ik 
of reindeer meat and seal oil for foo 
and only enough fuel to melt snow for 
drinking water. Food, fuel anda sleep- 
ing bag would be his entire load above. 
the roped section of the climb. Withoi at 
a tent, he planned to sleep in the i - 
caves, and he counted on a long ba 
boo pole strapped to his back to stop 25 
him falling into crevasses. all 

At this point we might fairly a 
what is the point of this obviously 
hazardous exercise? And, who needs to 
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climb Mt McKinley (or Everest, ora y h 
other mountain for that matter) alone, ; 
in the worst season of the year? The 
low-altitude littérateurs Christopher — 





















g to win the approval of their 


with the serious business of life, 
e, for instance, writing plays a no- 


ards committee in Tokyo. 
Probably a more sympathetic view is 
at the adventurer confronts, not 
ow or ice, blizzards or crevasses, but 
ath itself, in circumstances which 
your our opponent. According to the 
overb, “Whosoever will save his life 
all lose it, and whosoever will lose 
| life shall find it." The meaning 
ms to be that wrestling with death, 
en if death wins, is in fact an affir- 
tion of life. While lesser people seek 
1aximum results for minimum effort, 
d wind up doing commercials for 
’s toiletries, the adventurer wel- 
mes danger and difficulty and even 
own fear as the only opponents 
rthy of his strife. 

Mountaineering, then, is a form of 
and its appeal lies in its futility, 
fe size of the obstacles that nature 























lenge us to surmount ‘them. ‘Here 
touch something ancient, and ir- 


Jamal Rasheed in Lahore 


akistan has already achieved noto- 
“riety as one of the world’s largest 
ces of heroin and hashish, but 
tis less well documented is the 
increase of drug taking inside 

1 — especially among stu- 
roin. is already a massive illegal 
dort earner for Pakistan. United 


press ico feel in Islámabad i in 
an 60-70% of the heroin now 

























Amore T recent survey carried out by 
psychology department p of E Punjab 







HAF PEOP ttempt 
ch [ca are » actually cowards seek. 


ion which just might appeal to the 
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others. The truly brave, they said, get. | 

































"work, but. afew free spirits, thes seriou: 
- players, will always be attracted to the 


high mountains and the wild places. 
Admiring them, we admire the best 
part of all of us. This explains, I think, 
the power of that gnostic phrase, *be- 
cause it’s there.” 

Uemura seems to have kept his 
rendezvous with the old enemy some 
time after 16 February, when he was 
spotted as he descended towards the 
glacier. Shortly afterwards the entire 
North American continent was hit by 
freezing weather, with high winds and 
heavy snowfalls, which lasted almost a 
fortnight and must have been espe- 
cially severe at the continent's highest 
point. 

Uemura may have fallen into a cre- 
vasse wider than his pole, or been over- 
whelmed by a snowfall too heavy to 
walk through, especially without 
snowshoes (they were found where he 
had left them, in a cave below the 
headwall) He may, like a team-mate 
on Everest, have slipped off the ropes, 
which would be cased in ice by the | 
blizzard. 

There are, perhaps more meaningful | 
deaths, and greater achievements. But | 
not many. u 


Viewpoint shows that out of 3.000 stu- 


dents interviewed from 10 colleges and 
two Lahore universities, drug addic- 


tion is particularly rampant among the 
young. Of students interviewed, 67% ` 
had used one or more drugs, with h ash- 


ish (or charas) the most popular, being 
used regularly by 59% of students; 
16% were on stimulants and 1.9% on 
heroin. For the first time women stu- 
dents were also reported to be using, 
especially stimulants and tranquilis- 
ers. And 70% of students surveyed 
claimed that they took drugs because 
the social environment on campus was 
“boring, irritating and inhuman.” 
There is, for example, a total ban on 
discos and publié dancing by women. 
Singing is frowned upon and. student 
theatre — for which Lahore was once 
famous — has almost collapsed due to 
the strict censorship imposed by the 
authorities. Clubs, societies and so on 
have almost ceased to exist at Punjab 
and Karachi universities. Many stu- 
dents claimed that they took to drugs 
after the banning of alcohol while 


some students appear to drink locally . 


brewed alcohol as well as take drugs. 
Doctors report that though all- 


round drug taking has increased it is 
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| Frankfurt, New York 


| mer, a holida; paying ior their iris by c car- 
rying out just a small amount of heroin. 
In the past year Pakistanis detained at 


known 


gs among - 

rking rural people, 
women, “and. educated ‘middle-class 
students, demonstrates the increasing 
frustration, anxiety and boredom felt 
by many. 


Avene workers the growth is put 
down to intense competition to get 
to the Gulf or Saudi Arabia where 
wages are much higher. One doctor 
said that many of his patients from a 
working-class area had taken to heroin 
because they had not been able to work 
abroad while their fellow workers had. 
Wives and sisters. left behind by their 
menfolk who have gone to work in the 
Gulf also take to drugs. The highest in- 
cidence of female addiction has been 
recorded in Makran Division of 
Baluchistan province where thousands 
of Baluch are employed in the army of 
Sultan Qaboos in. Oman. A female 
journalist from Quetta recently re- 
vealed that "there are purdah club: 
where women and girls who have little 
to do at home enjoy. heroin at parties." 
The other cause is youngsters being 
hooked by the international drug syn- 
dicates who then use them as carriers 
to.the US and Europe. The Pakistan 
Government has already broken up he- 
roin-procesing laboratories in the 
North West Frontier Province border- 
ing Afghanistan, which had been 
set-up by Italian, French, Sicilian 
and American chemists. Young Pakis- 


tanis are drawn into this net by first 


getting | hooked and then by the promise 
of a free trip abroad and easy money. 
Drug addiction. has certainly in- 
cheased because of easy availability 
and this is largely due to the huge in- 


| flux of Afghan refugees. As opium 
(from which heroin is purified and 
| drawn) is still grown in Afghanistan, 
the Afghans have set up their own dis- 4 







tribution networks through Pakistan 
which hardly existed before. Hundre 
of pn adent are 10W s 










as little a as ;Bs s 35 (about US$2) a gram 
with a 60% purity, 
Drug. smpgeying has also become a 





European and American airports, in- . 
clude two international squash 
players, top businessmen from well- 
industrialist families, the 
owner of a Karachi hotel, pr ofessors, 
senior bureaucrats and other govern- 
ment servants. The list is endless and 
the gossip circuit in Karachi or Is- 
lamabad always has the Jatest news 
about well-known figi ; 
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Even in a part of the world where fine servici 

is a tradition, ours stands apai t. We give the same 
attention to both your business and personal needs 
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BANGKOK. Dramatic architecture and Inter* Continental style and service distinguish the Siam Inter* Continental, situated on 26 acres of forme! 
COLOMBO. On a splendid beachfront, facing the Indian Ocean, the Hotel Ceylon Inter* Continental enjoys the city’s best location and a superb business cente! 
HONG KONG. On Hong Kong Island, featuring the city's newest, superbly equipped business center, the Furama Inter* Continental enjoys the 
Central business district. JAKARTA. Set among twenty-three acres of gardens with sports facilities, tennis, squash and jogging, the Borobudur Inte: 
considered the business traveller's country club. MANILA. Nestled in the Makati area, the Inter* Continental Manila is perfectly located for finance and commerci 
The quality service is quite outstanding. SINGAPORE. At the Pavilion Inter* Continental Singapore, you can be in the heart of the internati: 

by day and dine at Maxim's de Paris at night. Our spectacular atrium is rightly considered a local landmark. SYDNEY. The Inter* C ontinenta 
late 1985. TOKYO. The Keio Plaza Inter* Continental, minutes from Shinjuku's entertainment and shopping center, has its own airport limousine servici 
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Welcome to 'JAL 





You'll think you're in t: 


For those who know Japan, those 
cheerful little ‘noren’ above a doorway 
are the prelude to a warm and spirited 
welcome within. There is even a hint of 
mystery — of delights that can only be 
discovered by crossing the threshold. We 
hope you will sense a similar spirit when 
you board a JAL flight to take your seat in 
JAL Executive Class. 

Japan Air Lines is the first Asian 


*Subject to Government a pproval 


airline to have offered businessmen a 
class of their own with no surcharge. 
Today, JAL Executive Class is available 
on nearly all JAL flights worldwide at 
just the normal economy fare.’ 

Expect a gracious welcome with a 
glass of champagne. A separate cabir 
only eight seats abreast. And a seat v 
more elbow room and greater pitch. Itẹ 
reclines further too. If you have a suit 











zxecutive Class’. 
a nicest part of Japan. 


pack, we'll hang it for you. You can move It’s always a pleasure. 
about with ease because you'll be on the 


aisle or just one position away. There are 
» free hi-fi headphones, drinks and cocktails 
sand a choice of western or Japanese meals. 


k We may operate the world’s largest 





eets of B 747's and DC-10-40's. Yet a 

eling for personal attention is always 
there. With the same warm welcome 
every time. JAPAN AIR LINES 
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BG BUYING RATE 


vising investors at Fuji P Doo E T - m 
ernational Finance Limited, Éóndon addu service area, The Fuji Bank and Trust Company, New" 


Good financial strategy 


demands a bank 
that is well positioned. 


International business has dramatically shifted 
to greater and greater interdependence among 
all countries. Creating both opportunities and new challenges. 
Fuji Bank, through its ever expanding international network, 
is more than able to assist you with strategically located branches, 
agencies, representative offices, subsidiaries and affiliates throughout 
the financial capitals of the world with assets of more than 
100 billion U.S. dollars. 
Talk to our international staff. They’re well prepared 
to offer you diversified financial services and 
the latest information on ever changing world markets. 
Fuji Bank. You can count on us. 


A FUJI BANK 


Tokyo, Japan 
Fuji Bank's Overseas Network 
Hong Kong - Singapore - Seoul - Jakarta - Manila : Bangkok - Kuala Lumpur - Beijing ; Sydney 
Melbourne - New York - Chicago - Los Angeles - Houston - Seattle - San Francisco - Atlanta 
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Foreign exchange operations in Fuji B 
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International Building in SamFranciSco, ] 
where Fuji Bank's Representative Office | 
and Fuji Bank International Inc. are. 
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of Asean’s ‘chameleons’ 





“Merchant Banking i in ee by Michael 
T. Skully. Oxford University Press, 
ae Lumpura No Een given. 







like 3 t ennclcons 
Her 


nance, mi i market] business, corpo- 
rate finance, investment portfolio 
management and advice, and so on. 
Their functions are so variable that 
Singapore cannot yet legislate a mer- 
chant bank act, as it is difficult to de- 
fine.a mérchant bank. For the same 
son; Skully finds it difficult to de- 
fine. merchant. banking: Even the. 
names vary — s e 

. tions are called merc! 
 gapore and Malaysia, 
ouses. in the Philippines s | 
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^ uem finance corpora tions in uc 
donesia. 
As machang banks oe in a - 
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ent financial systems and banking 
structures in Asean, which are 
heterogeneous in nature, it would be 
extremely difficult to generalise about 
merchant banks in Asean. It would be 
more fruitful to discuss merchant 
banking in each Asean country indi- 


~vidually. Unfortunately, not a: single | 


balance-sheet is presented in the book, 


so that there is no way to show statisti- | 


cal evidence for the analysis. For in- 
stance, it is said that investment 
houses in the Philippines are very ac- 
tive in money-market business; this 
could be more clearly illustrated in the 
consolidated balance-sheet. 

There are many questions worth 
answering, such as: what is the role of 
merchant banking in each Asean coun- 
try? What place doesit occupy in the fi- 
nancial system? To what extent has it 
stimulated economic development? 
What are the government regulations 
over merchant banks in different 
countries? What is the impact on their 
operation? Why do merchant banks in 
the Philippines and Malaysia shy away 


Battle of the technology Titans 


The Amazing Race: Winning the Tech- 
norivalry with Japan by William H. 
Davidson. John Willey & Sons, New 
York. US$17.95. 







-he central argument of this book is 
that the United States battles on 
two fronts: militarily against the Soviet 
Union, and against Japan and other 


the burgeoning information-technol- 
ogy industries, which . Davidson 
suggests will account for 4096 of world 
industrial value added by the turn of 
the century, the race for a decisive 
- market share is already under way. 
The US and Japan are the front-run- 
— “mers; Europe seems destined only for a 
- few consolation prizes. 
Davidson — a business-studies pro- 
. fessorandoneofan increasing number 
. of born-again optimists . over the 
economic future of the US. — claims 
the battle is between two well- 
matched rivals. He gives much credit 
to Japanese industry for shaking com- 
placent Western management out of its 
` torpor, and forcing the more go-ahead 
to pay greater attention to eliminating 
‘waste and inefficiency, to improving 
quality and to serving the consumer. 
He HON warns against underes timatin g 



















countries in the industrial theatre. In. 
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In the first part of his book, David- 
son discusses US-Japan industrial | 
competition from 1959-79 in the tradi- 
tional, or smokestack, industries and 
presents an interesting model of Ja- 
panese strategy. He suggests that Ja- 


“panese strength in these industries is 
based on a 


a shrewd assessment of the 
market and on a rational choice to 
enter the lower-price sector. This 


benefits the Japanese ability to stand- 
ardise and manufacture high-volume 


products, at low cost with narrow pro- 
fit margins — products that can easily 
be distributed. ~ 

Success is not always guaranteed, 


for American firms have more than 


held their own in consumer power 
tools, outboard motors, tractors and 
other goods. As Davidson Says, it is 
exactly the technique used by Henry 
Ford, but he wisely cautions that it is 


more than that, for the Japanese have | 


also become leaders i in advanced areas 
such as TV technology and video-cas- 
sette recorders. 

Davidson is less convincing in his 


discussion of what he claims is the | 
economic system supporting this in- | 


dustrial prowess. He is right to em- 
phasise low welfare spending (though 
when compared in terms of percentage 


-of gross national product with some 
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money- ae pasties? What f ct 
have caused merchant banks in Sin 
pore to adopt an international and 
gional outlook, much more than | 
counterparts in, say, Malaysia and 1 
Philippines? In short, what are i 
issues Country by country? —— 
However, the author tak 
courageous approach of di 
merchant banking in Asean as 
This can be regarded as à. 
tempt. -The sections on 


and regional efforts of local 
banks, offer a good des 
Asean, the Private Investment € 
Asia and the Philippine banking: 
Bancom, and demonstrate son 
teresting aspects of shareholding 
historical development, they 4 
among the best sections of the boo. 
The author has drawn on 
sources and the book contains a v 
of information. But it is a book 
NER dd i niri Nevert 





thor ents an à Fagin buie He ; 
tribution to the study of m 
banking. 


European countries, such as Britai l 
is not ; as OW as some lun He a E 


Provident Fund. a Wi ofi 
ings, shows), excellent labou 
tions, and the two-tier emplo 
system with “life-time” empio 
for a small labour aristocrac 
varying degrees of security for 
However, the discussion of the 
ernment-business relations 
horses Davidson with a nasty 
There is too much instant : 
based on superficial ob {i 
picture that emerges of this muc 
understood phenomenon is that 
now-discredited "Japan Inc," T 
compounded by the absurd asse 
that revamped versions of the z 
control industry, while someh 
system remains "flexible e ou 


The second and third parts pre 
good, clear presentation fo 
layman of what exactly the i 
tion-technology industries a 
where the relative strength 
nesses of Japan and the US 

Davidson believes that the Jape 
will have a much tougher ride for. 
money when they try to match A 
can companies in industries whi 
quire much more than the pre 
panese ability to provide ar 
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The China 
Official Annual 
Report 1982/83 


All the information 

| ‘on China you'll ever 
4 need! 

. Now only US$60.00 
E. 


T e 939-page China Official Annual NNI is without 
loubt the single most complete reference work ever 
produced about China. Its contents range from the land 
ind its people to business, economics, finance, culture, 
lucation, politics, science and technology and countless 
her subjects. 

What is it? 

'he result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 

c pany, a group of dedicated professionals who know 
hina intimately. The result is a book of unmatched 
readth and depth. 

Wi no needs it? 

Co pletely indexed, the COAR 1982/83, like the Law 

At 1nual, places thousands of facts and bits of information 

at t your immediate disposal. And like its companion 
publication the COAR is essential to businessmen, 

fin anciers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
Liberal use of charts, maps, tables and colour photos 
hakes the COAR enjoyable as well as informative 

iding. 

How to get it 

[o rder your copy(s) now by simply completing the 
coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). 
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re's a a double-barrelled : offer 
you cannot afford to pass... 
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the labyrinth of 
China’s legal system. 
Now only US$85.00 


yi OF CHINA 1982/3 
Law Annual |l! O 
Report of China fA 
— 1982/83 i 
A road map through É | 
a 





s OT desc 
ROAM Bt POR oo LEO 


The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other 
countries and regions has necessitated many revisions 
and adaptations in its laws. The Law Annual Report 
now puts these changes into perspective in a npe handy . 
up-to-date volume. 

What is it? | 

The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable format 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. 

Who needs it? 

If you are a lawyer, a business executive, Mütfahcier, 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you, A small investment in this book today 
could save you money, time and wasted energy in the 
future. 

Professors or students of China will find the Law Annual 
Report an endless source of information essential to the 
true understanding of the legal system of this enigmatic 


giant. EL 
How to get it q 
Simply complete the coupon below today and säd a ite 
together with your payment in the amount of US$85.00 

(or equivalent in your local currency) per copy to the 
indicated address. 


Order both books and save US$15.00. Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. CE 







A A) o Please send ........ copy(s) of | B) |j] Please send ........ copy(s) of , | 
The China Official Annual The Law Annual Report of | "ND PORUM SS 0N | 
Report 1982/3 for which I China 1982/3 for which I C) CL) Please send ........ set(s) of both 

- enclose US$60.00 per copy. | enclose US$85.00 per copy. | The China Official Annual | 
For surface mail delivery For surface mail delivery Report and Law Annual Report ! 

add US$7.00, for airmail — | | of China 1982/83 for which I 

delivery add US$17.50. | 


add US$7.00, for airmail 
delivery add US$17.50. enclose US$130.00 per set. 
For surface mail delivery 
add US$14.00, for airmail 
delivery add US$35.00. 
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. quality and favourably priced product. | 


[Teaching the British to look east 


The US companies active in this sector 
include some of the best and they have 
realised where the smokestack indus- 
tries went wrong. There is no more for- 
midable company than IBM, as Hitachi 
and Fujitsu learned recently to their 
cost, and credibility. 

Davidson neatly sidesteps the indus- 
trial-policy debate raging in the US. 
He argues that so much information 
technology is perceived as being in the 
national interest anyway that the gov- 
ernment is not sitting back disinterest- 
edly but — especially through the Pen- 
tagon — is already protecting and 
promoting the new industries by fair 
means and foul. 

However, Davidson warns against 
over-protection by both sides, suggest- 
ing that only reasonably open competi- 
tion with fair rules — subscribed to by 
all to hasten, not impede the develop- 
ment of these industries — can benefit 
mankind. 

Davidson is at his best when discus- 
^'ng the facts and figures of informa- 

on technology. He also displays great 





competence in evaluating market 
strategies. Unfortunately, his analysis 
of social and political developments is 
weak. Thus Japan becomes rather 
abstract, a "system" rather than a so- 
ciety, with "a national determination 
to achieve a position of world promi- 
nence, prestige and leadership." This 
makes the Japanese appear too clever 
by half and comes close to being recon- 
structed yellow perilism. 

Davidson's contention about the 
depth and extent of what he sees as a 
profound change in the US leading to a 
revival of the work spirit, and even a 
moral and spiritual regeneration, is 
also questionable. His unsubstantiated 
statements place too much uncritical 
trust in the inflated claims of 
Reaganomics and in the influence of 
the New Right. Despite these lapses, 
however, the book is worth reading. 

— DEREK MASSARELLA 


FAR EASTERN ECONOMIC REVIEW e 29 MARCH 1984 





Under Japanese Management: The 
Experience of British Workers, by 
Michael White and Malcolm Trevor. 
Heinemann Educational Books, Lon- 
don. No price given. 


ne of the most notable develop- 

ments in Japanese economic ac- 
tivity in recent years has been the move 
to set up plants and offices offshore — 
first in Asia, then in the United States 
and Europe. Overseas investment, 
whether direct or as a joint venture, 
helps take the heat off trade friction 
and has become necessary for financial 
institutions in order to increase their 
market share. It can also provide the 
host country with an opportunity to 
learn the latest technology and finan- 
cial expertise, though this is more open 
to doubt. 

This pioneering study, concentrat- 
ing on the British experience, takes 
some important soundings of the prob- 
lems of adapting 
Japanese manage- 
ment to local con- 
ditions and the re- 
sponse of locally 
recruited workers. 

To analyse 
workers’ percep- 
tions the authors 
utilise a com- 
prehensive body of 
original research 
based on direct 
and indirect sur- 
veys and observa- 
tions of three com- 
panies engaged in 
manufacturing 
and three compa- 
nies in the finan- 
cial sector. Some 
striking conclu- 
sions emerge: 
> There is no such 
thing as Japanese 
management practice as such. There is 
a great variety of style and approach 
between manufacturing and financial 
companies and even significant differ- 
ences among the manufacturers, de- 


pending on the process involved and | 


the strategies adopted by the parent 
companies when setting up their ven- 
tures (such as a high- or low-profile Ja- 
panese presence, wearing of a com- 
pany uniform or not). 

» None of the supposed characteris- 
tics of successful management in 
Japan (lifetime employment, company 
unions, seniority, paternalism, group 
loyalty) has been systematically 
applied. The Japanese have pragmati- 
cally adjusted to the very different 
British industrial and commercial con- 
text. However, one Japanese practice 
generally applied, and very much ap- 
preciated, is the fostering of 
egalitarianism (common staff can- 


teens, management familiarity with 
the workforce and with work practice, 
including a willingness to muck in and 
get its hands dirty if necessary). This 
contrasts sharply with the usual class- 
ridden, aloof British style. 

» The cultural gap is not so important 
in manufacturing but yawns notice- 
ably in the financial companies, where 
Japanese notions of company loyalty 
clash with a largely mobile labour 
market — largely out of ignorance. 

» Contrary to popular belief, the work 
ethic is by no means dead in Britain. 
The survey shows that the right kind of 
organisational approach can motivate 
workers and involve them in the pro- 
duction process. Workers also value 
the emphasis on procedure, quality 
and discipline which were common 
elements in all the companies studied. 
It goes to show the importance of able 
management which can communicate 
with the workforce, and there is no- 
thing peculiarly or inscrutably Japan- 
ese about that. But the authors are 
right to emphasise that a rediscovery 
of the world of management the British 
have lost should not blind them to 
other vital components of Japanese 
managerial success: long-term plan- 
ning and technological development. 

The final chapter pulls together the 
conclusions and discusses implications 
but it is somewhat marred by over- 
compression and an attempt to strike 
out in too many directions at once. 
Nevertheless, there are some stimulat- 
ing observations about management 
theory and practice. There is also some 
sensible criticism of the insularity of 
Japanese management practice in the 
financial sector where the road to 
promotion and ultimately to powerful 
positions of corporate responsibility i$ 
effectively blocked by Japanese 
exclusivity. This is a complaint that is 
often made in Asia as well. 

This criticism helps make up for the 
authors' starry-eyed view of Japan 
elsewhere. The Japanese are also capa- 
ble of making industrial policy gaffes 
as the farce over the experimental nu- 
clear-powered ship Mutsu (which 
sprang a nuclear leak and now circles 
Japan as an unwelcome orphan in 
search of a home port) shows. And it is 
not just the public sector. Even the 
large city banks, such as those the au- 
thors admire, can come a cropper as 
the huge losses in currency speculation 
by the Singapore branch of one of the 
leading city banks last year demon- 
strates. 

Regardless of these reservations the 
book is a successful trail-blazing 
study. Its solid empirical foundation 
and approach provide a valuable 
model for a complementary analysis of 
Japanese management in Asia and 
many of its conclusions merit close at- 
tention. — D.M. 
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y Jose Galang ín Manila 


ith the Philippine Govern- 
ment's negotiations with the 
International Monetary Fund 
nd the country's 12 largest bank cre- 
tors on a proposed financial rescue 
ackage reaching stalemate in mid- 
March, all indications point to no 
owth in the country’s economy this 
ear. Talks on the bail-out scheme 
ave been recessed until June — dash- 
ng hopes of meaningful economic pro- 
ress in the first half and giving rise to 
xpectations for the second half of ex- 
eme austerity measures that will ac- 
ompany the programme. 

All this is adding to the bitterness 
rtured during the past few months 
J'üsiness and government circles 
'er the zs Pifictals € failure pr some P 





y Robert Manning in Washington 


is-statement of official reserves is 
not a sin unique to the Philippines, 
ig to a recent study by the 
si ngton-based Institute for Inter- 

nal Economics (IIE), headed by 
rmer United States assistant sec- 
tary for mend affairs C. Fred 
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‘the unn o and a ad- 
ser to the IMF, now a senior fellow at 


mson said that i in the past two 
à number of major debtors have 
ported their reserves — includ- 
and Mexico, as well as the 
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been all over by now if they had not 
been allowed to develop into a mess be- 
fore some officials initiated action," 
one senior government official told the 
REVIEW. 

In recent weeks, the REVIEW has 
gathered information indicating that 
“high-level bad judgment, bordering 
on mismanagement” can be blamed for 
the financial squeeze which has 
paralysed the Philippine economy for 
nearly six months. Even the erroneous 
international-reserves position, re- 
flected in the books of the Central 
Bank of the Philippines for most of 
1983 (Review, 29 Dec. '83), could not 
have been an accident, as claimed by 
the government, according to sources 
familiar with the situation. 

As pieced together by the REVIEN, 
the events that led to the reserves over- 
statement — that is what it was called 
by former central bank governor Jaime 
Laya — were set off by the dramatic 


e Philippines is not alone i in overstating its foreign-currency 
sidings, according to an authoritative economic study 


Philippines. In August 1982, Mexico 
informed the US Treasury that it had 
exhausted its reserves, yet the coun- 
try’s reported reserves for the second 
half of 1982 never officially dipped 
below US$819 million. Similarly, 
Brazil showed foreign-exchange re- 
serves of SDRs 3:3 billion (US$3.5 bil- 
lion) at the end of 1982 while com- 


plaining that its central bank could not | 


meet obligations to Brazilian banks. 
The IIE study distinguishes these two 
cases from that of the Philippines, 
however, explaining: “Countries do 
not normally report reserves without 
some corresponding asset in the cen- 
tral bank's portfolio." 

Even the US is misleading in its 
stated reserves position, according to 
the ITE. The US Treasury is still hold- 
ing US$2.1 billion in Brazilian 
cruzeiros and Mexican pesos (acquired 
from activation of swap lines during 
the debt crisis) among its SDRs 30.5 
billion reserves position, a third of 
which is in gold. A “conservative esti- 
mate” is that capital-importing less- 













































slowdown in foreign-exchange inflows 
in the early months of 1983, which 
forced the government to dip increas- 
ingly into its (already scant) reserves. 
As far as can be confirmed by various 
sources, this was what happened: | 

In 1982, the Philippines’ current- 
account deficit rose sharply :to 
US$3.35 billion (from the 1981 level of 
US$2.29 billion), which represented 
8.5% of the year’s gross national pro- 
duct. Realising that the Philippines’ . 
declared foreign debt of US$12.96 bil- ` 
lion at that time already required sef- - 
vicing expenditure (including interes | 
of about US$2 billion, the country 
creditors. began to become skittish; 
especially as many foreign banks had 
reached their country lending limit 10 E 
the Philippines anyway. 

The central -bank, already ex- 
periencing tigh ter international credit, 
had been covering some of its external- 
payments shortfalls with overnight 





developed countries" (LDCs) actual ye~ 
serves are at least SDRs 10 billion less 


than reported. | 


The SDR, based ona basket of five 
major currencies (the US. dollar, the 
Deutschemark, the | ven, the French 
franc. and- sterl T tinal | 
created. to be à 
tional-res 
created S inde 






















a ae asset, the dee 
SDRs in total global reserves fe 
3.9% in 1983 from a high of 8% 
The fund's criteria governing any 
SDR allocation are that it should meet 
"long-term global: need... to supple- - 
ment, existing reserve assets” while 
avoiding “economic stagnation and 
deflation as well as excess demand and 
inflation.” Williamson argues that in 
1983, there was.a reserve shortfall of at 
least SDRs 21 billion on the part of 
LDC debtor countries, and that the an- 
nual growth in demand for reserves 
(based on real growth in trade) is 2. 5%. 
or SDRs 9 billion. Based on these fig- 
ures, Williamson advocates an alloca- 
tion of SDRs 34 billion in 1985 to be 
followed by SDRs 9 billion more in 1986. 
Williamson said  import/reserve 
ratios are now “well below the 25% 
traditionally considered as adequate." 
 Althgugh: recent rele: a fig- 
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f gs as early ; as October 1982. 
T Some of these funds, according to cen- 
tral bank insiders, cost up to a half- 
a ad bid bove the London 







e d- 983 ae with 
823 million at end- 1982). This 
A -strategy 'ontinued for some time until 
* (the central bank's overnight liabilities 
reached some US$150 million by 
-March 1983. 
~ Apparently this central bank use of 
short-term funds did not escape the 
notice of the country's creditors, and 
ro nd this time monetary authorities 
d that some creditors began cut- 
; (One foreign banker in Man- 
| id the REVIEW that while lenders 
had. recently. become apprehensive 
2 Philippine borrowings, their 
'oncern equally reflected the chronic 
nce-of-payments deficits incurred 
er the years.) 
By April 1983, after central bank of- 
ficials were apprised of the seriousness 
the fund scarcity, it became clear 





















show an increase of 11.9% in 
‘reserves for 1983, Williamson 
id this increase was “concentrated, 
‘does not necessarily detract from 
SDR allocation argument.” 

“Given the contraction in liquidity 
ailable to LDC debtors, and the 



















deficits interest rates are likely to rise 
jer, the study says a new SDR allo- 
ation “would be helpful to the less 
creditworthy countries to enable them 
mo build up their reserves over time 
` without requiring the debtor-countries 
. to achieve yet larger current-account 
3 e or the banks to increase . 

















ciis that the LDC reserve shortfall 
undermines the creditworthiness of 
iany debtors, as reserves are a key 


actor in evaluating it. 
r 'h bjections to a new SDR allocation, 
srimarily by the industrialised na- 
"tions led by the US, have been focused 
- en the fear of igniting inflation. The US 
. "Treasury also has argued that such un- 
_ conditional liquidity would under- 
mine LDC adjustment efforts. Wil- 
X lHamson counters these arguments by 
„Saying that if growth in reserves is "no 







likelihood that in the faceof US budget - 


that the Philippines would either have 


_ Suggests reinstituting the “reconstitu- 


to scrounge for longer-term funds or 
start discussing with its creditors the 
possibility of rescheduling some of its 


. foreign debt. Some key members of the 


government already were strongly re- 
commending at that time that mone- 
tary officials, including Prime Minis- 
ter Cesar Virata (who is also finance 
minister) should negotiate for a re- 
scheduling of at least the major public 
borrowings, such as the loan for the 
country's nuclear-power project. 


he second alternative proved too 

unpalatable to swallow and 

monetary officials decided to put 
more effort into the first option — al- 
ready a tall order given the tight credit 
situation prevailing. Fortunately, 
however, they were able to raise sub- 
stantial amounts, up to about US$900 
million, some of which were 120-day 
credits, according to insiders. But even 
that was only sufficient to buy time, 
since the real problem — the continued 
drain on the reserves — remained un- 
solved because of low revenues from 
exports and investments. 

Top central bank officials, sources 
said, insisted on covering most of the 
shortfalls with overni ght money on the 
SespapHon that the credit HREUSEZG 


greater than the increase in the de- 
mand to hold reserves as a result of the 
growth in the volume of trade, SDR al- 
locations are not inflationary." 
Moreover, the study argues, as an 
SDR allocation increases reserve as- 
sets held by central banks without any 


«counterpart increase in income, wealth 


or liquidity in the private sector, it can 
rebuild reserves without inflation. 
The study suggeststhat an SDR allo- 


cation might provide two key benefits 


to the US. It would, it is argued, reduce 
the risk that the US structural budget 


deficit will provoke inflation by giving | 
more leeway for US monetary policy to | 
be tightened without subjecting debt- | 
Sec- | 
ondly, an SDR allocation could help | 
pr omote an order ly dollar devaluation | 


ors to “intolerable pressures.’ 


preventing a run on the dollar. A new 


SDR allocation, according to Bergsten, | 


would give the US Treasury about 


US$7 billion in resources to intervene | 


to stop a slide of the dollar. 
Williamson says the capital-import- 
ing LDCs have only about a third of 


IMF quotas, and their share of an SDR | 


allocation would be too small to have a 
substantial effect on 
policies. Another objection is that an 


SDR allocation is another way of ex- | 
tending loans to debtors — for indefi- | 


nite duration and with no conditional- 
ity. To get around this, Williamson 


adjustment | 
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would ease later and that ea 
from exports would rise, in st 
the then growing economie rec 
the United States, the Phili 
principal market. Recomme: 
to turn to standby-credit lines a 
ters-of-credit from various 
available at the time were ij 
officials, the sources re 
Apparently it was around 
(April) that the central bank, 
nation with the state-owne 
pine National Bank (PNB), c 
"window-dress" the int 
serves to hide their prec 
tion. The Philippines had w 
in February a 1983 stan 
agreement — worth 315 milli: 
drawing rights (US$336 mil 
— from the IMF in return fc 
commitment to keep iis 
payments deficit to just 
million and its budget 
2% of GNP. | I 
By “window- -dressing".i 
position — and, in effect 
improved external-payme 
tion — the central bank would b 
to show the IMF that the cox 


me. 






tion provision," which was al 
in 1981. This would require 
ticipating country to maintai in 
age balance of SD! ar 
period, of at least 3095 of its” 
net cumulative allocation di 
same period. 

However convincing the arg 
may be, IMF sources told the R 
that no new SDR allocation is lik 
be approved at the 12 April in 
committee meeting. An 85% 
is needed for approval, and as € 
has more than 15% of the vo 
alone could block such a move. A 
sent the US, West Germany, Jap 
Britain all oppose a new allocatic: 

The administration of US Py 
Ronald Reagan has said it is willi 
review the issue, but has not indic 
willingness to reverse its stance. 
ever, there is growing support 
the Europeans in the so-called 
of 10 industrialised countries, < 
ing to IMF sources. An IMF source 
the Review that the opposition 
Japan and Britain has softened as w 
Several IMF officials told the 
that if, as expected, US interest rate 
creep upwards, and a new round o 
debt problems —- beginning in Apr 
with Argentina, which has said it 
not meet IMF terms emerges, the 
may reverse its position, perh 
the time of the IMF annual mee 
September. 
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simple 
enough: PNB branches overseas ater 
sibly lent money to its non-bank af- 
filiates in the Philippines, which depo- 
sited the foreign-exchange proceeds 
with the PNB head office which, in 
turn, sold the foreign exchange to the 
central bank. The central bank, to 
whose books these were credited as 
part of reserves (because they were 
treated as capital inflows), deposited 
the funds with the same PNB branches 
overseas. Such arrangements are call- 
ed “back-to-back” transactions. 


identities of the principals are 

supposed to be unknown to either 
party. As such, the PNB's subsidiaries 
(specifically, its investment arm, the 
National Investment and Development 
Corp., and an insurance unit, Philip- 
pine Exchange, Inc.) were used as 
“conduits” but their identity could 
hardly have been unknown to senior 
officers of both the central bank and 
PNB. The PNB board of directors even 
passed a formal resolution endorsing 
the transactions. 

Some monetary officials and PNB 
staff familiar with the transactions in- 
sist that these facilities were “properly 
funded,” but others believe they were 
not — one senior central bank official 
reportedly was so disgusted with the 
scheme that he warned some central 
bank staff members about the possibil- 
ity of their suffering serious conse- 
quences should it be proved that the 
documents were not covered by actual 
funds. 

In any event, the central bank 
“assets” created by these transactions, 
it is now widely accepted, could not 
have become liquid if they were ac- 
tually called upon. There was never a 
chance, insiders told the REVIEW, to 
fest the liquidity of these facilities, be- 
cause they were reversed (or with- 
drawn) even before they were dis- 
covered by outside parties. 

Sources who knew about the central 
bank/PNB transactions said that, of 
the announced reserves at end—March 
1983 (US$2.43 billion), more than 
US$960 million represented back-to- 
back transactions. The total eventually 
was pruned down to slightly more than 
US$600 million by end-September. 
Before the Philippines declared a 
moratorium on its foreign-debt repay- 
ments on 14 October 1983, the central 
bank/PNB transactions already were 
off the books — but only after some 
central bank officials dropped their 
earlier insistence that only US$200 
million be taken off. 

Aside from the transactions with the 
PNB, the central bank also had been 
. using credit lines of the Philippine Na- 
tional Oil Co. (PNOC) to beef up the 
country's reserves position. Up to 
about US$200 million of PNOC credit 
lines were used — but they were 
quickly withdrawn after given ac- 


È back-to-back transactions, the 


bom 





chasing oil supplies). The PNOC- 
sourced facilities were quite different 
from those obtained via PNB, in that 
actual credit lines existed in favour of 
the oil company — the central bank 
assets derived from them were, there- 
fore, liquid. 

The propriety of the reserves win- 
dow-dressing scheme is still being de- 
bated in official circles, though refer- 
ence to it is made only when the delay 
in the talks with the IMF is analysed. 
There seems to be a near-unanimous 
feeling that had the central bank not 
waited, the debt problem would not 
have deteriorated into such an im- 
passe. Some say that any other central 
bank governor, confronted with the 
same problem, would have resorted to 
similar measures for “patriotic” 
reasons, to those employed by then 
central bank governor Laya, who 
has since been replaced by Jose Fer- 
nandez. 

Pointed to as other examples, by de- 
fenders of the window-dressing, were 


theimage of 





1€ the Philippines in the eye: 
of the international banking commu- 
nity, its perpetrators should be dealt 
with accordingly. Some sectors in the 
political opposition already have 
started capitalising on the unpopular- 
ity of the transactions in pursuing their 
case against the present government. 
However, many of those interviewed 
by the REVIEW were not sure whether 
the transactions were known to the 
highest officials in government 
(beyond the central bank). Although 
most of the sources interviewed by the 
REVIEW do not believe that Virata was 
aware of the window-dressing, others 
maintain that with the procedures 
which need to be followed in 
policymaking, it was impossible for 
him not to have known of the transac- 
tions. (As finance minister, Virata 
also is a member of the Monetary 
Board.) 

What is clear, however, was that the 
central bank already knew as early as 
April 1983 that the level of interna- 
tional reserves was low enough ! 
threaten the stability of the Philippir 
peso. By its own charter, the central 
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Laya; Marcos: ‘As head of office I assume responsibility ... 


similar reserves-padding exercises in 
some Latin American countries also 
confronted with strict conditions on 
certain financial assistance from their 
creditors. However, in the case of the 
Philippines, the amount of window- 
dressing comprised nearly 40% of the 
declared reserves at end—March 1983 
(and 43% at end-September); the ex- 
tent of padding in other countries was 
much smaller. 

At the time the central bank turned 
to window-dressing, according to 
sources, the “genuine” — or actually 
liquid — portion of the country’s offi- 
cial reserves amounted to only about 
US$375 million. In October, the cen- 
tral bank said reserves were down to 
US$430 million because of massive 
capital flight. It later admitted that the 
reduction represented a correction of 
the previous over-statement. 

Critics of the reserves-padding 





bank, through its policymaking body, 
the Monetary Board, is required to 
submit to the president a detailed re- 
port whenever international reserves 
fall (or appear to be in imminent 
danger of falling) to such a level as to 
be inadequate to meet prospective net 
demands on the central bank for 
foreign currencies. 


espite persistent proddings from 
his staff, Laya reportedly re- 


| fused to admit that the level of 
international reserves had reached a 
dangerously low level and stuck to his 
contention that foreign-exchange in- 
flows eventually would rise. 

And while waiting for that, window- 
dressing of reserves apparently was 
seen as a means to forestall any adjust- 
ment in the peso rate. When the re- 
serves overstatement was reported in 
the press, the then governor reportedly 
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Í the reserves. window-dress- 





d. the killing of homecoming 
' senator Benigno Aquino on 21 
gust 1983 (after his three-year self- 
iposed exile in the US) gave the cen- 
tral bank a convenient cover in cor- 
the bloated reserves figure. All 














ed reserves level of US$1.43 billion 
at end-September) was blamed on 


. reserves figure announced was 
US$430 million (as at 14 October, 
i when the moratorium on debt repay- 
ments was requested). 
the selection of an appropriate 
the debt moratorium, sources 
entral bank officials also erred. 
ommended date was 6 October, 











. would be incurring overdrafts on some 
- of its outstanding credit lines. But offi- 
al action was again delayed and this 

: deadline was not met. | 


Laya, who was reassigned | 


7 January to the Ministry of Education. | 


i Culture. and Sports and elected chair- 
. man of the board of PNB during the 
. bank's last stockholders’ meeting in 

early March, pointed out in his final re- 

port to Marcos: “As head of office, I as- 
e responsibility with respect to 
se statistical corrections and to the 
that the errors have been made 
aff. members of the central 











E been told there’ were > 10 transactions: in 
“all with the PNB, and one — made in 


pines reportedly pointed out to Virata 
in New York that they would like tosee. 
Laya, out of the negotiations. ve i 











by August or September, if the nego- 
time already was close to the 
d already it reflected the beneficial 


litical uncertainties that fol- - 


amount deducted from the de- 


Fapital flight. After the correction, the 


cause after that, the central bank | 


December 1980, ‘before Laya became 
governor — witha private commercial 
bank.) When foreign bankers learned 
of the reserves window-dressing, some 
of them on the advisory committee of 
the 12 largest creditors to the Philip- 





aya “summarised © the. ‘economic 
environment during his incum- 





J anuary 1984): “Hindsight tells us that 
the adjustment measures could have 
been even more severe. The decisions 
were of course not the central bank's 


alone and the expectation underlying 
many of the decisions taken was that 


world recovery was around the corner 
and that the pick-up in exports would 
soon take place. Unfortunately, the 
world recession lasted longer than 
most people foresaw, and major 
domestic non-economic developments 
could not have come at a worse time." 

Meanwhile, negotiations with the 
IMF and the country's 12 largest bank 
creditors on the advisory committee 
are now estimated to be completed 


tiations (on a letter of intent outlin- 
ing the strict conditions for a new 


This announcement appears as a matter of record only. 
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he IMF aeon 
US$635 million for the perit 
1985. The Philippines also 

rescheduling into 
maturities of some t 
foreign debts, estimated at 
billion. It also needs some US$3 
lion in new credits — half to 
vided. by official lending instit 
and by governments, and half 
sought from the commercial. p 
Rounding out the package will be « 
scheduling of export credits fron 

country's principal trading pa: 
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Mahathir and Zia in Kuala 


Brotherly progress 


Malaysia’s trade and investment ties with the Islamic world have 
surged ahead of late, and plans are to make them stronger still 


By James Clad in Kuala Lumpur 


rime Minister Datuk Seri Mahathir 

Mohamad’s visit to Pakistan, sche- 
duled to begin on 21 March, marks 
another step in Malaysia’s program- 
med effort to widen economic relations 
with the Islamic world. A secular state 
with Islam as its official religion, 
Malaysia increasingly stresses the Is- 
lamic dimension not only in its internal 
economic development but also in its 
trade and investment ties with wholly 


— or predominantly Islamic states. 


Government figures show commer- 
cial links With Islamic countries are 
steadily growing, and on the technical- 
cooperation side, Mahathir has made 
special efforts to train nationals from 
Islamic countries as far apart as Mali 
in West Africa and Bangladesh. Al- 
though an active role in such organisa- 
tions as the Islamic Conference goes 
back to Malaysia's first years as an in- 
dependent state (Malaysia's first prime 
minister, Tunku Abdul Rahman, 
chaired the Islamic Conference in its 
early days and later headed the Islamic 
Development Bank), the Islamic side of 


- Kuala Lumpur's foreign economic re- 


lations has made a quantum leap since 
Mahathir became prime minister in 
1981. 

Businessmen and traders were to ac- 
company Mahathir on his trip to 
Pakistan, just as they did when he 
visited Saudi Arabia, the Gulf states 
and Bangladesh. At the official level, a 
joint Malaysia/Pakistan committee for 
economic and technical cooperation 


has met several times since Pakistani 
President Zia-ul Haq's visit to Malay- 
sia in late 1982; and negotiations also 
are under way on a joint shipping ac- 
cord. The essence of Pakistan's 
economic importance to Malaysia, 
however, lies in Islamabad's promi- 
nent profile in the palm-oil market. 
For the first eight months of 1983, 
Pakistan became the largest single 
buyer of Malaysian palm oil and over- 
all, Pakistan now accounts for slightly 
more than 1% of all Malaysian exter- 
nal trade. 

Pakistan thus has become Malay- 
sia's largest Islamic purchaser, ac- 
counting for 25% of all exports to Is- 
lamic states. According to government 
data, recorded trade sales to all Islamic 
countries for the months January-Au- 
gust 1983 amounted to 4.5% of total 
exports. Although this by no means 
makes these nations an important 
trade grouping, the figures since 1980 
show a steady increase in outward 
trade to the Islamic world: the eight 
months in 1983 alone represented a 
25% increase over all exports to Is- 
lamic states in 1982. Apart from Pakis- 
tan, the Gulf states (including Saudi 
Arabia) take 1.4% of Malaysia's global 
exports, Turkey 0.5% and Indonesia 
and Brunei 0.4% each. 

Imports. from Islamic producers 
similarly show an upward trend: in 
1982 — admittedly a time of recession 
— 5.8% of Malaysia's imports came 
from Islamic countries. By the 
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January-August 1983 period, this had 
risen to 6.1%. Nonetheless, these data 
disguise the character of most of these 
transactions: in 1982 and 1983, Iran, 
Saudi Arabia and the United Arab 
Emirates supplied between them 87% 
of the value of Malaysia's crude-oil im- 
ports of 2.5 million tonnes. Apart from 
petroleum (which Malaysia imports 
for domestic use to maximise gains 
from the sale of its sweeter crudes), 
very little is imported from the Islamic 
world. 

Malaysia's bilateral trade with Is- 
lamic countries has received continu- 
ing official attention during the past 
year, for example, when, joint air-ser- 
vice agreements followed visits by Jor- 
dan’s King Hussein and Turkey’s 
Prime Minister Bulend Ulusu, who 
were both in Kuala Lumpur in Sep- 
tember 1983. Plans for Malaysian Haj 
pilgrims to visit Islamic historical sites 
in each country also have been an- 
nounced. More recently, a large pur- 
chase of palm oil by Iraq’s state trading 
corporations, worth M$460 millio 
(US$201.3 million), followed an an 
nouncement to increase Malaysia’s 
visibility at this year’s Baghdad Trade 
Fair. 

Senior government sources told the 
REVIEW a joint Iraqi/Malaysian com- 
mittee is now trying to hammer out 
payment terms for the deal, an increas- 
ingly vexing aspect of commercial ties 
to foreign-exchange-strapped traders 
in Baghdad. The Malaysians have had 
their hands burned in some deals with 
Levantine countries — most recently 
payment problems have afflicted sev- 
eral large commodity sales to Syria. 

Similar considerations cause trade 
and industry officials to proceed cau- 
tiously in expanding Malaysia’s trade 
with Iran, Iraq’s combatant in the Gulf 
war. Following a visit by a group of 
state trading officials to Kuala Lum- 
pur last December for talks with Pri- 
mary Industries Minister Datuk Paul 
Leong and other ministers, Malaysi 
sent a four-man team to Teheran i 
March to negotiate increased sales of 
palm oil to Iran. 





ost of the effort to seek investment 

from Islamic sources goes into at- 
tracting funds from the Gulf states, and 
from such institutions as the Islamic 
Development Bank. Seven public-sec- 
tor loans from the Saudi Fund for 
Development and corporate equity in- 
vestments by the Kuwait Fund for 


Arab Economic Development 
(KFAED) have been the most notable 
pathbreakers. 


The best-known Gulf-state invest- 
ment until last year was the 45% 
Kuwaiti stake in the Arab Malaysian 
Development Bank (now called the 
Arab Malaysian Merchant Bank, or 
AMMB — Malaysia's largest merchant 
bank). Although Malaysian interests 
purchased the direct Kuwaiti stake 
last year, a48% share of the bank still 
remains with a joint venture between 
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$200 nailtion) i in 
a large Lang- 
.and in several 
lants. 
aysian  Govern- 
o relax normal in- 
lines to attract Arab 
tment, the position of 
! from  Islamic-country 
ndsasap percentage of overall foreign 
vestment remains low. Datuk Azman 
shim, chairman of AMMB, recently 
urged greater Arab investment in 
Malaysia. Azman, a notable bumi- 
.putra entrepreneur, said Arab in- 
ent should come to Malaysia not 
because of the Islamic connection 
; lso because Malaysia has a well- 
i developed. commercial infrastructure 
that. can. accommodate differing 
portfolio decisions. Azman has been à 
. notable enthusiast over greater invest- 
ment ties with the Gulf. In the past two 
. years, trade delegations from the Unit- 
. ed Arab Emirates and from Kuwait 
- have visited Kuala Lumpur and 
—Kuwaiti Commerce and Industry 
Minister Jassim Khalid al- -Marzoug, 
-. eame to Malaysia in April 1982. 



























ntil palm oil became an important 
trade item for Islamic countries such 
; Iraq and Pakistan, timber from East 
Malaysia was the most important ex- 
jort commodity. Nearly 150,000 cu. ms 
of sawn timber and 16,000 cu. ms of 

plywood were being exported annually 
. inthe1970s to the Gulf, but by 1983 the 

. figure had dropped to a low of 26,700 
» ms of sawn timber, with no im- 
rovement in plywood volumes. 

a The most recent success for a public- 

sector loan from the Middle East ap- 
_ pears to be an agreement late in 1982 
-by the KFAED to assist six projects, 
neluding a new airport for Bintulu, 
Sarawak, a project repeatedly post- 
by the federal government de- 
rgings from state authorities in 
a ing. If these projects proceed, the 

i finance will exceed US$121.6 million. 

. .Onthe multilateral side, it is no sec- 
. ret that Malaysia seeks improved ac- 
cess to Islamic Development Bank 
. leans and that, as a general point, it has 
- become perturbed by perceived delays 
by the development bank in approving 

yan. applications. Recently, Foreign 

‘Minister Tan Sri Ghazali Shafie urged 
Islamic states to “reconsider the con- 
ept of multilateral cooperation,” tell- 
3 the Dhaka meeting of Islamic Con- 
ce foreign ministers in December 
that Islamic countries had 
d in toto the Western concept 
ral FOO Rene ens 
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re ations.” 

The reason behind ‘Ghazali’s re- 
marks beeame clearer when Finance 
Minister Tunku Razaleigh Hamzah an- 
nounced before his departure at the 
end of February to Jeddah to attend 
the development bank’s board of gov- 
ernors meeting, that Malaysia would 
renew its bid for a M$1.01 billion cre- 
dit facility, the: application for which 
has been pending since February 1983. 
If approved, this largest-ever Islamic 
Development Bank credit to Malaysia 
will be drawn upon to finance major 
development projects ——- including a 
pulp and paper mill, a cold-rolling 
steel mill, a small hydroelectric 
scheme, rural electrification as well as 





R.H.j. Turner 


Today it is accepted that to avoid the adverse effects of 
political uncertainties, investments should be 
internationally. However, estate duties and other taxes can 
reduce substantially the benefits passed on to spouses and 
children. Protection can be obtained by planning and the 
creation of a trust or investment holding company. 


Kleinwort Benson international Trust Corporation, 
incorporated in New Brunswick, Canada, as a trust 
corporation, offers advice to high net worth individuals 
wishing to invest internationally. It is also able to act as- 
trustee for family discretionary settlements and executors 
of wills, providing the benefits of a Canadian based 
trustee, while maintaining the flexibility and convenience 
of services through its international network of branches. 
For further information on the above and associated 
company secretarial services, please write to: 


Kleinwort Benson International Trust Corporation, 
Hong Kong Branch, 40th Floor, Gloucester Tower, 
11 Pedder Street, Hong Kong. 5-215331 
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The sugar maverick 





Thailand may not receive an export quota this year because 
of previous flouting of International Sugar Organisation rules 


By Paisal Sricharatchanya in Bangkok 


. pipe is lobbying for support 


from friendly countries in the Inter- 
national Sugar Organisation (ISO) to 
avert the prospect of having its 1984 
sugar-export quota cut back to zero. 
The country faces this penalty because 
it exceeded substantially its allocated 
export quotas in 1982-83. 

A high-ranking Thai delegation, led 
by Deputy Industry Minister Chirayu 
Issarangkun na  Ayuthaya, visited 
London in November 1983 to plead le- 
niency to an ISO committee dealing 
with the case. The Thais reportedly 
tried to convince the ISO, which regu- 
lates the international sugar trade, to 
allow Thailand more exports this year 
on the grounds that a domestic produc- 


— tion cutback — as a way of limiting ex- 


ports — would take several years to 
implement. 

No conclusion emerged from the 
November meeting. According to an 


- Industry Ministry statement, the same 


committee reconvened on 20 February 
but again without conclusive outcome. 
The Thai request was referred to the 
ISO executive committee the same day 
but that body also failed to arrive at a 
decision. The issue has now been post- 
poned until its next meeting, expected 
to take place on 10 April. 

Since 1982, Thailand has been trying 
to convince the ISO that its export 
quota was both unfair and unfeasible. 
After a record crop, the country that 
year exported more than 2 million ton- 
nes, or roughly double its originally al- 
located quota. Since there was no ef- 
fective mechanism to control produc- 
tion here, Thai officials have argued 
that it would be virtually impossible to 
reduce exports drastically in later 
years. 

Thai sugar exports have become a 
major foreign-exchange earner of late. 


—. The 1982 export value topped Baht 
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12.9 billion (US$560 million), making 
it the fourth-largest foreign-exchange 
earner that year after rice, tourism and 
tapioca. (The position, however, de- 
clined last year. The Industry Ministry 
put 1983 sugar exports at 1.4 million 
tonnes but preliminary figures from 
the two major exporting groups show 
last year's exports at 1.5 million ton- 
nes, valued at Baht 6.3 billion.) 

Sugar is a politically sensitive issue 
in Thailand. Given that Thailand's es- 


= timated 100,000 sugar-cane planters 


are the only well-organised farmers' 
grouping in the country, any drastic 
cutback in exports undoubtedly could 
trigger political unrest. So the country 
has no choice but to carry on exporting 
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this year — despite the prospect that 
its ISO quota is to be wiped out. 

In private discussions, Thai officials 
said the ISO penalty may become 
meaningless since the current Interna- 
tional Sugar Agreement (ISA), under 
which export quotas were set for its 44 
exporting-member countries, is due to 
expire at the end of this year and — be- 
cause of various contentious issues — 
there is little prospect that a new ISA 
would be finalised to replace it imme- 
diately. 

This means Thailand can disregard 
the no-quota situation and continue 
exporting on the assumption that it 
will not be penalised next year in the 
absence of a new ISA. Officially, 
though, Thailand is seeking an hon- 


e 
" wt ge " 


Sugar-cane harvest: a major earner. 


ourable solution in the form of ISO le- 
niency. Bangkok’s preferred option is 
to arrange for the penalties of over- 
shipping since 1982 to be instituted on 
a staggered basis over the long term, 
when an effective mechanism to con- 
trol local cane production would have 
fallen into place. Failing such leniency, 
Thailand may consider quitting the 
ISO as a last resort. 





TS awkward position in which 

Thailand is caught at present can be 
traced back to the 1981-82 bumper 
crop. Owing to favourable weather 
conditions and politically inspired 
high support prices for cane, sugar- 
cane output rose from 18 million ton- 
nes in the previous season to 31 million 
tonnes. That left Thailand with an ap- 
proximately 2.3 million-tonne export- 
able sugar surplus (after the estimated 
650,000 tonnes necessary for domestic 


Udo Miya Gri quu ne e uH EE i 
consumption plus stocks) in 1982. 

Since the country was allocated an 
export quota of only 1.175 million ton- 
nes, the government sought an addi- 
tional 800,000-tonne quota from the 
ISO. The Thai argument was that the 
high output was the result of favoura- 
ble weather — a factor beyond the gov- 
ernment's control — whereas there 
was no increase in plantation acreage. 
Moreover, the country would still be 
stuck with some 500,000 tonnes of 
year-end stocks. This would constitute 
a heavy burden in terms of warehous- 
ing costs, even if the requested extra 
800,000-tonne quota were permitted. 

The ISO council subsequently de- 
cided in late 1982 to allow Thailand an 
extra 600,000 tonnes of exports for 
that year on condition that the Thai 
quota for 1984 be reduced by 200,000 
tonnes. It further ruled that if Thailand 
exceeded the sum total in 1982 the ex- 
cess must be deducted from the 1983 
quota. 

As it turned out, Thailand exporte? 
2.04 million tonnes of sugar in 198: 
This meant that the 1983 quota was re- 
duced to 946,000 tonnes. Because of 
drought and depressed world prices, 
cane output during the 1982-83 season 
dropped to 23 million tonnes, leaving 
about 1.4 million tonnes of exportable 
sugar surplus last year. According to 
the Industry Ministry this surplus was 
exported, though the ISO declined to 
grant any extra export quota for 1983. 
“Thailand in effect exceeded the 1983 
quota by about 500,000 tonnes. Since 
the penalty calls for an export cutback 
this year twice the amount of last 
year's excess, there is no more quota 
left for 1984 — unless the ruling is re- 
laxed," the ministry statement said. 

An official source told the REVIEW 
that the government will seek a relaxa- 
tion from the ISO to allow Thai exports 
of up to 1 million tonnes this year. In a 
specific effort to rationalise, as well as 
to stabilise sugar production in the 
medium term, the government in lat 
1982 introduced a policy whereby 
planters and millers are to share pro- 
duction and proceeds on a 70:30 basis 
(REVIEW, 5 Nov. '82). Partly because of 
this policy and partly as a result of 
flood-inflicted damage, cane produc- 
tion during the latest (1983-84) season 
dropped further to an estimated 19-20 
million tonnes. This translates into 
about 1.7 million tonnes of sugar 
which, after deducting the portion for 
domestic consumption, leaves an ex- 
portable surplus of about 1 million 
tonnes. 

The 70:30 profit-sharing scheme 
promises to be Bangkok's main bar- 
gaining chip at the upcoming ISO exe- 
cutive committee meeting. The policy 
is incorporated in new legislation 
which will authorise the government 
effectively to control domestic cane 
production (through mandatory regis- 
tration of all cane planters, allocation 
of production quotas and institution of 
penalties for those exceeding the 
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To Future Generations, Security 


Social welfare is a subject of serious Daiwa is the only Japanese city 
consideration in most modern bank to combine banking and trust 
societies. Man in the twentieth century business. Daiwa is thus a fully i 
accepts. his responsibility to bequeath integrated banking institution, 
to the next generation a society better comprising banking, international 
than his own. financing, trust, pension trust, and real 
Daiwa Bank is not unique in estate business. This integration is 
accepting this responsibility, but part of our effort to fulfil our social 
Daiwa is unique in making acceptance responsibility consistent with society's 
of this role in society an integral part needs in a contemporary environment. 


of their banking service. 


a fully integrated banking service 


DAIWA BANK 





Head Office: Osaka, Japan. Los Angeles Agency: 555 South Flower Street, Suite 4040, Los Angeles, 

London Branch: Winchester House, 77 London Wall, London EC2N 1BD. Calif. 90071. 

New York Branch: 140 Broadway, New York, N.Y. 10005. Representative Offices: Sydney, Sáo Paulo, Houston, Paris, Panama, Bahrain, 
Frankfurt Branch: Eschersheimer Landstrasse 14, 6000 Frankfurt am Main 1, Mexico, Vancouver, Jakarta, Seoul and Beijing 

F.R. Germany. Subsidiaries: Daiwa Bank Trust Company, New York; Daiwa Bank (Capital 
Singapore Branch: 6 Shenton Way 409-01, DBS Building, Singapore 0106. Management) Limited, London. 

Hong Kong Branch: Rooms 704-705A World-Wide House, 19, Des Voeux Road, Affiliates: P.T. Bank Perdania, Jakarta; Daiwa Overseas Finance Limited, Hong Kong. 


Central, Hong Kong. 
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arlian ent reconvenes in Máy. 
this process is over, it will be- 
me the vehicle to synchronise 
ymestic cane production with future 
‘port quotas under a new ISA. 

In view of the potentially embar- 
ssing situation of having to export in 
fiance of an ISO ban, the Thais are 
ected to lobby strongly for lenient 
eatment. Officials declined to name 
untries in the ISO executive commit- 
e from which Thailand is expecting 
lp for fear of jeopardising the con- 
ing negotiations. But an As- 





















’s all s 


uth Korea finished 1983 with the 
WO perennial trouble spots of re- 
years — the current-account de- 
t and inflation — looking remark- 
‘trouble-free. According to pre- 
ary figures from the Bank of 
or a (the central bank), the current- 
unt deficit was down to US$1.62 
yn, compared to US$2.65 billion at 
e end of 1982, while inflation was 
ought to a virtual standstill by fal- 
import prices and by the govern- 
“s tight monetary policies. 
he improved current-account posi- 
m was largely thanks to a drop in 
port demand owing to enhanced 
gy conservation, decreased oil 
, a bumper harvest and lower 
-service outlays on the back of de- 
ing international interest rates. 
ts dropped by 8% in 1983 over 
vious year, though as the mod- 
ite economic upturn gains momen- 
um in 1984 it may prove difficult to 
id down import demand — this 
id already is apparent, with im- 
ts in January up 34% on the same 
nth in 1983. 

elled by the United States 
mic recovery, South Korea’s ex- 
enjoyed a remarkable rebound 
“ar, surging to US$24.4 billion or 
$11.9 billion over 1982, and growth 
ely to continue well into this year. 
Economie Planning Board is 
vhat optimistically projecting a 
ise in exports during the year. A 

king feature of 1983's export record 
as the continued structural shift in 
lent. While SEREI AR aeg goods 
only by 1.7%, most of the overall 
came from the heavy-indus- 
nd chemicals sectors, which col- 
'tivel registered a 20.4% increase 
over the previous year. The best per- 
rmers by category were electronics, 
, and ships, up 32%. 

most observers are op- 
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ted Press report from London 
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| other potential offenders. 


package of measures to restrict, sup- 





| penalised, ` asa ‘deterrent to 

The Thai quota was originally allo- | 
cated under the ISA in 1977. The ISA | 
set up export quotas for its export- | 
ing member countries.as part of a | 


plies and stabilise world prices within a | 


| 
| 
i 
| 
| 
range of 13-23 US cents a lb: Prices in | 
early March dropped to half the mini- E 


mum 13 cents a lb that the ISA was 
supposed to guarantee. This caused re- 
sentment among exporting countries 


such as Brazil and Cuba that the weak- | 


ened world market was caused by 
other countries (such as Thailand) 





timistic about the outlook for South 
Korean exports as world trade con- 
tinues to grow, clouds have appeared 
on the horizon. Of particular concern 
at this stage is the increasingly protec- 
tionist mood in Washington, due partly 
to the coming US presidential election. 

In addition to the recent ruling by 
the US Department of Commerce 
which is likely to result in heavy anti- 
dumping duties being slapped on im- 
ports of South Korean colour TV sets, 
congress currently is considering re- 
ductions in the number of South Ko- 
rean goods allowed in under the 
Generalised System of Preferences, as 
well as a bill known as the Trade Re- 
medy Law, which would substantially 
strengthen existing anti-dumping 
laws, countervailing duties and other 
import regulations. The US is South 


CURRENT-ACCOUNT 
DEFICIT 


US$ billion, 
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Korea’s largest market, taking 34% of 
exports in the first 10 months of 1983. | 
Perhaps the most worrying problem | 
to impinge on the current-account pic- | 
ture in the future is the continuing un- 
certainty which overseas construction 
firms facein the shrinking Middle East | 
market. In 1983, such firms managed 
to garner a little less than US$10 bil- 
lion in new contracts, about 80% of the 
previous year's figure. A large portion 
of the year-end total came from the 
massive US$3.3 billion Libyan con- 
tract won by Dong Ah Construction 
Co. in November (REVIEW, 24 Nov. 83). 
Even allowing for increased sales in. 
new markets such as Southeast Asia, | 


| pected tor resume nein London around the 
.end of March. 


with an average rise of 16.6% in con- 
 sumer pricesin 1963-81, but may prove 


rest of the year, Which 










_In the event of a Thai pullout from. 


the ISO, which is considered unlikely 


at this stage, the prospects are dis- 


| couraging. Under ISO regulations, im- 


porting-member countries are entitled 
to purchase a small portion of their. 
total sugar demand from non-member 
exporting countries. Since the bulk of 
Thai sugar exports is shipped through 
international brokers to ISO member 
countries, Thailand would face a seri- 
ous marketing pon ifit quit the or- 
PASAND 










will be. lucky to 


| i Dein able to 
hold down the money supply. with 
much greater success than in previous 
years, though the resulting credit 
squeeze has hurt some highly lever- 
aged firms and contributed to an out- 
burst of financial scandals.in the latter 
part of the year. At the end of 1983, M2. 
had risen 14.7% on the previous year, 
compared to a 30.4% rise in 1982. M1 
was up 12.7% from the end of 1982 — a 
dramatically lower growth rate than 
the previous year when M1 expanded 
by 51.2%. The tight rein on monetary 
expansion was an important factor in 
bringing down inflation to virtually 
imperceptible levels. 








lso heavily influenced by slipping 
import prices, wholesale prices were 
down 0.8% in.1983 from a year earlier, 
while consumer prices rose by a mere 
296. This impressive record compared 


hard to repeat this year, owing mai 
to rising import prices. The gather 
world economic upturn has buoyed i 

ternational demand for raw materials 


commonly. imported by: South Korea, 


and prices for a large number began to 
increase towards the end of last year. 
The property market remained bull- 
ish through the first half of last year, 
falling off in the later months because 
of oversupply problems in the com- 
mercial sector and threats of a 
clampdown on speculation by the gov- 
ernment. However, residential con- 
struction start-ups continued at a 
brisk pace, contributing to the 33% 
rise in building-construction permits 
issued in 1983 over the previous year. 
The slowdown which began last year in 
construction is likel: to prevail for the 
will take up- 
ward. Po off + proper ric 























WE ARE MORE THAN AN INTERNATIONAL 
BANK WE ARE A LOCAL BANK IN 
38 COUNTRIES. 


Your business is not restricted to one country. international bank. One reason is we have 200 


Neither are your banking needs. years of experience. 


At Bank of Boston, we have a 
stronghold wherever your business 
takes you-with over 200 offices in 
38 countries around the world and 
throughout the United States. And 
from our first international office 
in Buenos Aires over 65 years ago, 
to our current expansion tines Ju 
the Far East and the Caribbean, we 
can do more for you than any other 


We really know every country 
where we do banking. So we can 
familiarize you with everything you 
need to know about the market. 
From local bank laws to local 
customs. 

So if you are determined to do 
business around the world, we are 
determined to make you feel at 
home, wherever you are. 


BANK OF BOSTON 


FAR EAST HEADQUARTERS: 3215-3219 CONNAUGHT CENTRE * HONG KONG  * TEL: 5-212541 
OTHER FAR EASTERN OFFICES IN BANGKOK; MANILA; SEOUL; SINGAPORE; TAIPEI: TOKYO 


WORLD HEADQUARTERS BOSTON. U.S. OFFICES IN CHICAGO * DALLAS * HOUSTON * LOS ANGELES + MIAMI * NEW YORK. WORLDWIDE OFFICES IN ARGENTINA * AI 

BAHAMAS * BAHRAIN * BOLIVIA * BRAZIL + CAMEROON * CANADA * CAYMAN ISLANDS * CHANNEL ISLANDS * CHILE + COSTA RICA + DOMINICAN REPUBLIC + FRA 
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©1984 THE FIRST NATIONAL BANK OF BOSTON 





IIIMIIIITIT 


. 
OLETTI 


/ 


K O N. G*H OON 





Tra. 


» t M 
Hong Kong, the Crossroads When you’re in 


. The Hongkong 
of the Orient, Hotel, you're at 


has a Crossroads of its own. the crossroads of 
The Hongkong Hotel. 


Hong Kong. 

Before you — 
the billion lights of 
Hong Kong Island. Beneath you — the 
legendary Star Ferry sets forth. Around you 
— the bustling shops of Harbour City and 
Tsimshatsui. 

The Hongkong Hotel is managed by The 
Peninsula Group. With a hundred year 
heritage of dedicated service to business and 
pleasure travellers in 
the Orient, we know 
how to make your trip 
live up to all your 
expectations. The Hongkong Hotel 


«v Peninsula Group 
Fulfilling the promise of the Orient 





Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), 

The Peninsula Group, Hong Kong Tel: 3-7225771 Tlx: 34064 PENGP HX. 

Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula, In Harbour 
City, Hong Kong: The Hongkong Hotel, The Marco Polo, The Prince Hotel In Singapore: 
The Marco Polo In The Philippines: The Manila Peninsula In Thailand: The Bangkok 
Peninsula In The People's Republic of China: The Jianguo Hotel, Beijing. 
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The 
Giant Panda 


needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 
Switzerland. 







9$ 






WWF | WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather 


HALL & CEDERQUIST, SWEDEN 
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FROM INNER TO OUTER VISION. 
Every artist knows the problems of giving 
birth to an inner vision. 

Now, suppose there existed a paint 
brush that actually told the painter : “too 
much blue" or “more white". Would he be 
helped? 

Or suppose there was a typewriter that 
told the writer that his syntax was off. 
Would he really be helped? 

Hardly. 

Then why should a photographer be hel- 


ped by a camera that tells him, what to do? 

Yet many cameras today do just that. 
They are small wonders of creative engi- 
neering. But what do they do to creative 
photography? 

At Hasselblad we regard photography 
as an Art. 

That is why the sophisticated technology 
of the Hasselblad camera is designed to 
support rather than replace the creativity of 
the photographer. 

A fact that makes it the choice of astro- 


nauts in space as well as most of the leading 
photographers here on earth. 

Since Art and Quality are relatives, the 
Hasselblad is built mainly by hand. It actu- 
ally spends a full year in the factory before 
graduating. 

After all it takes a good education to 
become a skilled midwife for the delivers 
of visions. 


Write for free literature: Victor Hasselblad AB, Dept 
SC, Box 220, S-401 23 Göteborg Sweden 
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This is what our sugar plant 
technology really means. 





It means the sweet smile on the also recently developed a remarkable expertise. In fields ranging from 
face of a child. Pulp for much-needed by-product manufacturing process offshore engineering, to shipbuilding, 
textbooks. And even alcohol for fuel. that thermo-mechanically converts to steel making equipment, we're 

These are the results of Hitachi bagasse (sugar cane waste), using advanced technology to help 
Zosen's advanced sugar plant into paper pulp for newspapers and advance living standards. 
technology. In fact, sugar plants built textbooks. At the same time, it also In fact, for over 100 years now, 
by Hitachi Zosen are now efficiently produces another invaluable we've been building the industries 
producing thousands of tons of by-product . . . fuel-grade that build a better life. 
sugar daily to help satisfy man's ethanol alcohol. Because to us, that's the real 
"sweet tooth." But sugar plant technology is just meaning of any business. 

And that's just the beginning. We one area of Hitachi Zosen's 

We build industries 


The name of Hitachi Shipbuilding & Engineering Co., Ltd. was changed 
to Hitachi Zosen Corporation on July 1st, 1982. 





itachi Zosen 


HITACHI ZOSEN CORPORATION 


1-1-1 Hitotsubashi, Chiyoda-ku, Tokyo 100, Japan Phone: 03-213-6611 Telex: SHIPYARD J22363, J24490 

















THE SOVIET OCCUPATION OF 


AFGHANISTAN 


A moving account of a proud nation's struggle 
and a penetrating study of Soviet intentions 


THE SOVIET OCC UPATION OF 


LFGHANISTAN 


: m FULLERTON 


On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan’s capital, Kabul. A KGB “hit 
squad” gunned down the country’s communist 
leader Hafizullah Amin and his immediate 
family. Babrak Karmal’s regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also 
whether, this latest major turn in 
Afghanistan’s bloody history spelled the 
beginning of Moscow’s “Vietnam.” 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or religious struggle. Based in Peshawar 
in neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
and besieged regime it had installed, not 
become embroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 





Only 
US$9.95/ 
HK$79.00 


Don’t miss this best 

possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 


e 16 pages B&W photographs 
e 205 pages 


unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
Afghanistan. 
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To: Publications Division, 
Far Eastern Economic Review, 
G. P. O. Box 160, 
Hong Kong 


Yes! Please send copies of The Soviet Occupa- 
tion of Afghanistan for which I enclose US$9.95/ 
HK$79.00 each (surface postage inclusive). For air- 
mail delivery please add US$2.00/HK $16.00. 


Name 


Address 
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Featured. the 600 XL'*. the newest addition to ATARI's comprehensive XL range of home computer products 











CIENCE FICTION IS FAST BECOMING only provide a thorough understanding d 
SCIENCE FACT: Arthur C. Clarke, of the computer, but will be an integral 
author of the timeless science fiction part of your child's total education — an 
classic, Childhood's End, has long fore- infinitely patient tutor. 
seen the rapid advances in technology An ATARI is easy to use and easy to 
that will dramatically change the lives of understand and, because of its enormous 
our children in the future — especially world-wide popularity, there is a wide 
advances in information processing. and ever-expanding range of software 
It is essential now that our children available; from serious subjects to 
become computer-literate in order to be games, each with an educa- 
successful, because it is our children Who tional benefit for your child's 
will really face the future. future. 
An AIARI home computer is the Success at child- 
most worthwhile investment you can hood's end starts with ATARI 
make for your child because ATARI's an ATARI now. 2 


advanced hardware and software not 


Tomorrow's adult needs an 
ATARI computer today. 


For further information, please call your local authorized ATARI distributor; Hong Kong: Wong's Kong King Ltd, Tel. 3-450121. Singapore: Hing Seng (Pte) Ltd Tel. 2232621. Malaysia 
Peranasang Int'l Sdn Bhd, Tel. 03-938562. Thailand: Nite Spot Computer System Co Ltd, Tel. 252-1036. Indonesia: PT. Multipolor Corp, Tel. 21-638109. Taiwan Taipoly—Grerich, Tel. 2-561 231° 









T. By Daniel Spagni and Glyn Ford 
A anganese nodule mining from 
the deep ocean floor seems about 


1o become an industry with its future 
in Asia. Initial interest was primarily 
in the United Sta es and Europe but in 

are 







ivity has virtually 
seen a surge of activity in 
ith programmes under way in 
| in, India and China and one due to 

-start in South Korea. 

Five international commercial con- 
sortia formed in the early 1970s focused 
exp oration activities in this zone — 

id all claimed overlapping mine sites. 

nitial enthusiasm and the wild 
“predictions of hüge profits were tem- 
..—  pered by the protracted negotiations at 

the third United Nations Conference 

n the Law of the Sea (Unclos III). To 

y of the five consortia the 
issue of ocean mining became a key 
element in the diplomatic struggle be- 

tween developed nations and the Third 

World's so-called Group of 77 at the 

UN. 

The UN Convention on the Law of 
ihe Sea was finally agreed in April 
1982. Its terms on ocean mining were 
bitterly opposed by the US and to a 
lesser degree by West Germany and 
Britain. The main reason was that the 

. terms of the convention were believed 
to be too onerous for the consortia to be 
able to operate profitably. As a result, 
all three countries have passed domes- 

le islation that would allow their 



















^to. mine outside the 

amework of the convention. 
"This opposition, and the absence of 
detailed regulations, have com- 


pounded a situation in which the inter- 
national consortia already were wary 
of the likely economics of nodule min- 
ing. It would be impossible to specify a 
trigger price at which undersea mining 
would become economically viable. is 
ould be expressed, if it existed, 
terms of a nickel or hickel-ecuiv tent 
price and would depend not on current 
prices, but on projected prices a decade 
ahead. At the moment, these antici- 
pated future prices are probably too 
low for major commercial investments 
to take place, but not too low for con- 
tinued development work. 

If the Unclos negotiations have kill- 
ed American and European interest, 
the convention equally can be said to 
have created interest in Asia. The final 
session of Unclos III saw the passage of 
a resolution enabling states or private 

entities to qualify as "pioneer in- 
..vestors." This would allow them to 
P » a selected area of the seabed 














rast, the past couple of 


The focüs of inteffiational interest ina potential deep-sea 
mit ierals bonanza i Is rapidly shifting to Asia 


until the Convention on the Law of the | 


Sea comes into force with the 60 ratifi- 
cations necessary. 
More importantly, pioneer investors 


are guaranteed priority when commer- | 


cial exploitation starts, and con- 
sequently will obtain a mine site in a 
prime area. India and Japan, both with 
substantial nodule programmes, have 
already been included among the en- 
tities which can qualify as pioneer in- 


vestors along with the five interna- | 


tional consortia. 

Japan, poor in natural — and espe- 
cially mineral — resources, is depen- 
dent upon other countries for the re- 
sources to fuel its prosperity to a de- 
gree almost unparalleled among in- 
dustrialised nations. The result is that 
the Japanese have almost a fetish 
about increasing self-sufficiency and 
PSU na e sources of supply. "EO 





are willing to. pay a significant pre- 
mium for it. 

Japanese commercial interest dates 
back to 1966, when Masuda Yoshio in- 
vented the continuous line bucket sys- 
tem of mining — a self-explanatory 
and more primitive system than that 
currently in vogue. This attracted some 
financial support from Japan's Science 
and Technology Agency and sub- 
sequently from the Sumitomo group, 
which later acquired the patent rights 
to the system. 


Dort this early interest, it was not 
until 1974 that the Deep Ocean 
Minerals Association (Doma) was form- 
ed. Its (all-Japanese) company member- 
ship has fluctuated between 33 and 39 
since. Doma was set up at the instiga- 
tion of the Ocean Development Office, 
a branch of the Agency for Natural Re- 
sources and Energy, to provide a centre 
for government and industry interest 
as a whole. 

Doma's almost purely exploratory 
ace t and ihe SUE into buio 
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The Indian nodule-expk 
programme began in 1980 and i 
was coordinated through the Na’ 
Institute of Oceanography (NIO) a 
its director, Dr S. Z. Qasim. In Ja: 
1981, India joined the club of deep 
mining nations when NIO s. 
vessel, the Gaveshani, dredged 
hundred kgs of nodules from a depth 
5,000 ms in the central basin of the Ix 
dian Ocean. 

The result of the cruise was seen s 
successful that Prime Minister In 
Gandhi established the Depart: 
Ocean Development and gave her 
port to an All India Coordinated 1 Oc 
ject aimed, like the Japanese G 
ment project, at achieving a nodu 
mining capacity by 1990, 

The Indian Planning Commi 
and Industries Ministry currently a 
assessing several proposals fer 
D O d nodu 


















E The costs ae seem 
n comparison to other estimates. 
exploration portion of the pro- 
is firmly under way and the 
O has two research vessels currently 






esearch vessel from West Ger- 
vill increase India's capacity for 
ora on work. However, recent 
/ses of the Indian nodules have 
the metal content was begin- 
o slip below the 2.5% target fig- 
d; in the long term, India re- 
g an assured resource. 
ike Japan and India, China and 
‘Korea have not yet been iden- 
. as pioneer investors. Yet de- 
oping countries which have signed 
s can still qualify if, before 1 
ry 1985, they have spent at least 
million on nodule-exploration 
ivity, with no less than 10% of this 
ount spent on survey, location and 
n. of a er area of sea- 









































Micra by teer different 
ves from those of J apan and India. 
Chinese nodule programme ap- 
s to have been stimulated by the 
iat delegates at Unclos HI most 


pioneer-investor status in the ab- 
e of any firm evidence of work 
rtaken. 

The Beijing Review reported late in 
83 that a Chinese survey ship had re- 






























nganese nodules are potato- -sized 
concretions found on the floors of 
deepest — and most remote — parts 
world’s oceans. Discovered more 
in a century ago and long regarded 
rely as a scientific curiosity, 
ules started to attract considerable 


ossible source of nickel, cobalt, 
or and manganese. While nodules 
found i in all the world's oceans, the 





e and abundance is the Clarion- 
ipperton Zone, midway between the 
st of North America and Hawaii. 

e major use of manganese is in the 


phur and imparts hardness and en- 
anced wear characteristics. Cobalt 
lso is primarily used as an alloying 
ment in high-performance applica- 
S, such as aircraft engines. 





r. The delivery in mid-1983 of - 


ually accepted Soviet credentials 


mmercial interest in.the early 1960s 


st attractive region in terms of 


industry, where it removes sul-. 
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and riches of the deep 
jule mining is an expensive proposition but the strategic 
ture of the minerals involved makes it worthwhile 





TYPICAL METAL CONTENT OF 
‘COMMERCIAL’ NODULES 
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turned to Shanghai with large quan- 
tities of nodules, after surveying and 


sampling an area of 800,000 sq. kms to 


the north of the Marianas. China, al- 
ways keen to be seen as a champion of 
the Third World, could justify its ap- 


plication for pioneer-investor status as. 


a way of protecting the interests of all 
developing countries in the common 
heritage of mankind. 


SN Korea, like Japan, lacks most 
of the mineral resources necessary 
to sustain a modern industrial econ- 
omy. In particular, it needs increasing 
amounts of manganese to develop its 
steel-making capability and to meet 
the demands of its young but powerful 
shipbuilding industry. It alsois heavily 
reliant on imports of copper and nic- 
kel. Equally, the high-technology and 
"big- technology" aspects of nodule 
mining are seen as attractive to one of 
the newly industrialised countries 
whose future lies in moving technolog- 
ically up-market. 

South Korean Government involve- 
ment in nodule mining is recent and it 
is currently in the final stages of agree- 
ing to fund a substantial nodule-ex- 
ploration programme through the Ko- 
rean Ocean Research and Develop- 


There is no shortage of manganese 
reserves on land, but there is concern 
in Western countries that the major 
part of these reserves is situated in 
South Africa and the Soviet Union. 
The effect of procuring manganese 
from a nodule-mining operation would 


be to make the metal a major revenue. 


earner. 


However, if more than a very small 


number of operations produced man- 
ganese, the market price would plum- 
met owing to the metal's inelasticity of 
demand. Asaresult, most consortia are 


cautious about production. (1981 esti- 
mates of reserves were: manganese, 


670 million tonnes; copper, 460 million 
tonnes; cobalt, 4.4 million tonnes and 
nickel, 60 million tonnes.) 

Mining of land-based deposits also 


poses economic problems; it is likely |. 
that new large-scale lateritic land- | 
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h the involvement of Hyunc 
and other South Korean groups is cen- 
tral to the longer-term success. 

No significant nodule deposits are to 
be found in*the exclusive economic 
zones of Japan, India, China and South 
Korea» However, all of the countries 
concerned have an interest in locating 
deposits of nodules that, while they lie 
within international waters, are much 
closer than the Clarion-Clipperton 
nodule province between Hawaii and 
California. In the case of India, the de- 
posits in the central basin of the Indian 
Ocean may well provide these alterna- 
tive sources. It would be difficult to es- 
timate the impact on the balance of 
payments if exploitation proves suc- 
cessful, apart from saying that these 
would significantly improve. The en- 
visaged size of each nodule operation 
would make them roughly equivalent 
in size to the new lateritic mines, with 3, 
million tonnes of nodules mined every 
year. 

The involvement of foreign com- 
panies obviously would be dependent 
upon the establishment of profit-shar- 
ing and taxation structures normal to 
the oil industry. Vet, this would be 
complicated still further by the need to 
operate within the constraints of the 
UN Law of the Sea Treaty when it is 
formally ratified. This will probably 
give advantages to foreign companies 
involved with Third World countries in 
joint ventures, as opposed to those in- 
volved with the US and Western 
Europe. | i ü 


The authors are involved in the Marine Resources 
Project at the University of Manchester in Britain. 






based nickel mining would be on a- 


par with ocean mining in economic 
terms. 

Political and economic uncertainties, 
have in recent years tended to ove 
shadow the basic technological. | d 







ane of ore from 4-5 kms below 
the sea. surface in. mid-ocean. The 
technology. quired is. 
unproven, at 












re n pilot scale, i in 
iL aspects. Itstill requir es 


int effort which will ost hundreds 
of millioris of dollars. 

A mining system will comprise three » 
sub-systems: mining, ship-to-shore 
transport and processing. The gener- 
ally agreed target is to recover 3 mil- 
lion dry tonnes of nodules a year. Two 
sophisticated, specially constructed 
mining ships would be required for 
this collection. They would have to 
possess the capacity to store tens of 


thousands of nodules, as well as to 


carry the mining technology itself. But 
major uncertainties still exist as to the 
opium pattern of metal extraction. - 

| ~~ DANIEL SPAGNI and GLYN FORD. 





V Te rV aha 
SS 
UEM 
= 





Bonds issued 


Interest payable 





Other liabilities 


à 





hare capit 


Reserves 








Profitforthe year 


Appropriations 
Statutory reserve 
General reserve 











Proposed dividend 


Total liabilities 
Shareholders Equity 





Retained earnings | 








Total liabilities and shareholders equity 





ofArab BankingC 


Retained Earnings brought forward | | 
Available forappropriation 








Extraordinary financial re 
Proposed dividend 


Retained Earnings carried forward 








83,644 


rr —— P 








7,733,661 


eA oe ONE IRN RRNA A 


. 266,077 


n ———À 
sereni enn pete Panan outings iar tt pa dave 





gCor n (B:S.C.) ratified the au 
‘the Corporation ending December 31,1983 
of net profits as proposed by the Board 





1983 
US$(000) 


107,354 
15,311 


a —— 


122,665 


Memini e ea A SM DICIS M Pa tr 


10,736 
25,000 
30,000 
45,000 


AH HE ems nmn so a pri an iy at opa ein dn S rna 


119,736 





a ttr i MP erm a 


11,929 


ARI aetate doom t INPS 
Marth nem Bernie ye ate Ehe En SE morti 


Baste nce 
cem 


3 and approved th 
of Directors as tollows: 
= 1082 

























uo 


5/251 


x 


MES ARA RA iA iei iiid 


6,925,963 . 


averiate Ea borde Y a AA BÉ 




























US$ (000) 


Mnt aider ERAN BI Pen ime rar 





15,311 


——— M iai 
Haste aded a e eer ei 












E 





- 


212 


i mum TET : Wane A r* 





"m 





" * 

y 
ar 

H 
V 


TU 


ETE A 


"De oo F i , 

CU E ENS Uo 2 Ad 

de o T. POM Aw ee Bic Ww 
s we Ts S 


DAVID JENKINS 


TOURISM 


Foreign tourists at Borobudur; the Manila Hotel, Manila: visa liberalisation aids Indonesia; political problems don't help the Philippines. 
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Asean finds it's travelling light « 


Swingeing exit taxes imposed by three countries are among 
factors behind a sharp drop in intra-regional leisure travel 


W ith the decline in long-haul tourism as aresult of 
the global depression, Asian tourist destinations 
— especially those in Asean — over the past few years 
have attempted to promote intra-regional travel as a 
means of compensating for the shortfall. Various in- 
centives and cooperative schemes have been mooted 
and some implemented. But now all these efforts look 
like being undermined by a series of swingeing exit 
taxes and travel restrictions imposed by three of the 





five original members of the association 
— and only narrowly avoided by a 
fourth. The outcome of these measures, 
mostly designed to boost government revenues and 
stem the outflow of foreign exchange, is an already 
noticeable drop in regional visitor-arrival figures 
and is being seen by the tourism industry as further 
proof of Asean’s inability to coordinate its policies. A 
classic case, many say, of the left hand not knowing — 
or not caring — what the right is up to. In the follow- 
ing reports, the REVIEW examines the issues and the 
outlook. 


INDONESIA 


Efforts go 
unrewarded 


| ees to generate more foreign-ex- 
change revenue from  non-oil 
sources, Jakarta is intensifying efforts 
to boost its foreign-exchange earnings 
from tourism. In April 1983, the nor- 
mally security-sensitive government 
eliminated visa requirements for visits 
of up to two months for tourists 
originating from 26 countries. These 
include the United States, Canada, 
Western Europe, South Korea, Hong- 
kong, Japan, Australia and New Zea- 
land. 

But before the expected inflow of 
earnings occurred, Jakarta moved 
swiftly to plug some holes by curbing 
the spending of precious foreign ex- 
change abroad. In November 1982, the 
authorities boosted the exit tax six- 
fold to Rps 150,000 (US$150.75) for 
every Indonesian resident travelling 
abroad. The effect was immediate, 
sharply curtailing the outflow of 
travellers from Indonesia, thus ensur- 


74 








ing that the inflow of foreign ex- 
change, which is becoming more dif- 
ficult to attract, did not move out again 
so easily. 

The move to boost earnings from 
tourism started about a year ago. Pre- 
sident Suharto, in last year’s budget 
address to parliament, emphasised the 
importance of this sector. A few 
months later the Department of Com- 
munications, which is responsible for 
tourism, was split into two ministries: 
the Department of Communications 
under Rusmin Nuryadin and the De- 
partment of Tourism, Post and Tele- 
communications under Achmad Tahir. 
This restructuring, among other 
things, was intended to emphasise the 
importance of tourism. 

Last year the number of tourists 
visiting Indonesia amounted to 
642,142 — 7% higher than a year ear- 
lier. Around 25% came from Western 
Europe, largely from the Netherlands 
and Britain, 20% from neighbouring 
Asean countries, 16% from Australia, 
11% from Japan and 9% from the US. 
Local tour operators have welcomed 
the lifting of visa requirements but 
have yet to experience a significant 
surge in visitors. 

Central Statistics Bureau figures in- 
dicate a 2% increase, to 132,953 visit- 


ors, for the second quarter of last year, 
just after the visa requirement was 
lifted, from the previous year’s first 
quarter. Compared to the second quar- 
ter a year earlier, the rise was a more 
noticeable 11%. Tour operators, how- 
ever, are optimistic that the number of 
visitors to Indonesia will expand ied 
nificantly this year. 

The exit-tax increase, in contrast, 
had an immediate effect. In the first 
few days after the measure was put 
into effect, the number of people 
travelling abroad dropped by a sizable 
40%. Most severely affected was the 
substantial flow of Indonesian 
weekend shoppers to Singapore. The 
general feeling was that the exit tax, 
which is about the cost of a round-trip 
ticket between Jakarta and Singapore, 
was largely intended to reduce this siz- 
able traffic. 

The airlines servicing this route also 
have suffered. Garuda, the Indonesian 
flag-carrier, cut its flights between 
Jakarta and Singapore to three a day 
from five a day before the exit tax was 
raised, though Singapore Airlines kept 
its five flights a day frequency on the 
same route. 

Less affected were those Indone- 
sians travelling to Europe and the US. 
One travel agency which experienced a 
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60% drop in the number of visitors to 
Singapore only suffered a 20% decline 
in those going to destinations further 
afield. The exit tax, unfortunately, is 
here to stay at least for the time being. 
Aside from curbing the spending of 
precious foreign exchange abroad, the 
tax is becoming an additional source of 
revenue for the government, thus re- 
ducing the likelihood of its removal or 
reduction in the near future. 

— MANGGI HABIR 


PHILIPPINES 


Austerity is 
the problem 


Maes twin priorities of raising 
needed revenues and curbing the 
outflow of foreign exchange as part of 
austerity measures instituted in early 
8 restrained the growth of tourist 
traffic. The moves were further 
exacerbated towards the end of the 
year by the uncertainties brought 
about by the wave of anti-government 
demonstrations — some of which were 
marred by violence — in the wake of 
the public outcry over the airport kill- 
ing of former senator Benigno Aquino. 

Tourism officials had been looking 
forward to a new peak of visitor arri- 
vals (which slowed down in 1981 and 
1982 after exceeding 1 million for the 
first time in 1980) because of the posi- 
tive effects on the industry of the peso 
devaluation. However, the political 
and economic uncertainties triggered 
by the Aquino killing on 21 August 
dashed these hopes. 

Despite an active campaign abroad 
by Philippine tourism officials to allay 
fears about conditions in the country, 
and despite generous discounts offered 
B: local hotels, total arrivals came out 














wer by 1.8% to a little more than 

81,000 — with the number of visitors 
from Asean neighbours down by 15% 
to some 60,500. 

Outward-bound figures were no bet- 
ter. While the peso devaluation in ef- 
fect stretched the visitor's dollar, it 
also made the cost of travel for the 
peso-spender higher. Air fares were in- 
creased (in peso terms) twice during 
the year — by 5.2% in July. and 12% in 
November — as a result of the peso de- 
valuations in June and October. 

As if this were not enough, travellers 
from the Philippines were faced with a 
doubled travel tax starting in July 
1983. The tax — collected for every 
ticket issued in Manila — now stands 
at P1,620 (US$116) for economy class 
and P2,700 for first class, for any de- 
stination. The old travel tax was used 
for various operations of the Ministry 
of Tourism; the increase implemented 
in July was intended for the national 
treasury coffers. 

There also were substantial deduc- 


Wolf Creek Generating Station, near Burlington, 
Kansas. Though almost at the centre of the 
United States, many people will tell you that 

it's Incredibly Swiss. 


For Financing - 
Credit Suisse. 


Electrical energy needs are 
changing dramatically in Wichita 
and Southeast Kansas. To keep 
up with these changes, Kansas 
Gas and Electric needed new 
power stations. Like many other 
American firms, it came to Credit 
Suisse, the noted Swiss big bank. 

After all, our 125 years 
of financing experience go back 
to the funding of the Swiss rail- 
roads in 1856. And today we 
help companies all over the world 
with innovative financing 
methods. 

In its Incredibly Swiss way, 
Credit Suisse used its vast syndi- 
cation network to help Kansas 
Gas and Electric raise part of the 
capital it needed and then sup- 


ported the operation by a letter 
of credit backing the utility's 





commercial paper. This ingenious 
financial approach helped 
Kansas Gas and Electric to cut 
its short-term borrowing costs 
substantially. 

Efficiency and innovation 
in energy are very American. 
Efficiency and innovation in bank- 
ing are the Incredibly Swiss way 
of Credit Suisse. 

Many thousands of satisfied 
customers from a wide range of 
countries depend on Credit Suisse 
experience in this and other fields. 


y not you? 


CREDIT SUISSE 
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ZURICH (HEAD OFFICE) - ABU DHABI - ATLANTA - BEIRUT 
BOGOTA * BUENOS AIRES - CAIRO - CALGARY - CARACAS 
CHICAGO - HONG KONG - HOUSTON * JOHANNESBURG 
LONDON - LOS ANGELES - LUXEMBOURG - MANAMA 
BAHRAIN) * MELBOURNE - MEXICO CITY * MIAMI - MONTE 
CARLO * MONTREAL - NASSAU (BAHAMAS) * NEW YORK 
PANAMA - PARIS * RIO DE JANEIRO * SAN FRANCISCO 
SAO PAULO - SINGAPORE - TEHRAN * TOKYO - TORONTO 
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Credit Suisse. Incredibly Swiss. 
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| Some: may be bitter in the initial 
“period about.this tax but resentment 
will gradually die down." In any case, 
most operators agree it is premature at 
this stage to try to gauge long-term re- 
percussions. 







10nths of the vear beca use > of 
. ine for gn-exchange drought that re- 

su d from the sudden halt to the in- 
< -flow.of funds from banks and official 
creditor financial institutions. Travel- 














Jers often had to compete with local Meanwhile, persistent but as-vet- ta 
businessmen in scrambling for dollars | unsubstantiated rumours that the gov- d T 
on the black market. ernment may be contemplating a | counter t 


The tourism industry currently is 
H embroiled. ina controversy over the 
= ! tation of the so-called Bank 
lan which enforces punc- 
he transfer of proceeds from 
s from travel agencies to air- 
heme, implemented on 16 
ber, has been under strong at- 
from local travel agents. Another 
actor in the slower inward tourist 
. traffic was the increase in visa fees — 
to US$53, including notarial expenses 
— towards the end of the vear which 
reportedly led to a wave of bookings 
lations in. various countries in 
the region. — JOSE GALANG 


ble- -payments - defi 
accoun ti 8 s far CCast 


further tax increase after this initial 
"trial" period are causing concern, The 
government has failed properly to ex- 
plain to the public the necessity-of im- | all. 
posing the exit tax and the hastily ar- Bancs. es i 
ranged implementationhasledtòvari- | posed travel d 
ous administrative problems. An in- | ofanexittax. 
crease in the tax, ifit does materialise, To ine regse .. 
undoubtedly will prompt more resent- | Malaysia is seekin, 
ment among the public and further | strictions among. 
undermine prospects for the outbound especially. as there | 
tourism industry. The Review learned | fall-off in the. ny 
that one original proposal called for a | non-Asian arriva 
Baht 5,000 levy, but the government | tries accounted 
later settled for Baht 1,000 for exit bv | vals in 1982, ánd thi 
air, while a Baht 500 tax is imposed on | first six months. y 
exit by land and sea. | whole in 1982 show 
The exit tax, designed to generatean | in visitornumbe | 
additional Baht 500 million in revenue | tourists from South } 
this year, was imposed late last vearas | Japan. | 
part of a wide-ranging package of tax | Tourism .has m M 
reforms to raise a total of Baht 9 billion | seventh-largest g 
to fill the gap created by a widening 
budget deficit (REVIEW, 15 Dec. 83). 
— PAISAL SRICHARATCHANYA 
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THAILAND ———— 1. 


‘he outbound 
‘ina bind 


he immediate consequence of Thai- 
“oœ land's newly imposed exit tax, 
‘which became effective on 28 De- 
= cember last year, is an average 15% 
- drop in the number of short-haul out- 
bound tourists — particularly those 
.. going to nearby Singapore and Hong- 
7 kong, which constitute the largest 
©- markets for Thai leisure travellers. 
-However, long-haul outbound tours to 
| such as Western Europe 
S, where far fewer Thai 
‘ists o, are relat ively unaffected. 
~ Theeviden tly serious impact the exit 
tax has had on tourism within the re- 
gion is the result of a number of largely 
temporary factors. Amid the feeling of 
some travellers that they are being 
“milked” by the government, the drop 
tributed to a tightening of purse- 
| | among a wide section of 
Bandkokes middle-income  earners 
| have just extricated themselves 
| one of the worst and longest 
.. periods ð flooding in the capital, that 
eor wreaked havoc on thousands of homes. 
^" . This middle-income group is the 
largest component of short-haul out- 
bound tours and the new Baht 1,000 
-.(US$43). tax poses a considerable extra 
burden on top of the average Baht 
7,000 price-tag for a tour to Hongkong 
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earner: from M$27! milan. "m 
spending by tourists (defined as 
ors staving at least one MM 
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The largest lottery of this vie in Eu Ope gives you an 
attractive opportunity to win. Never before were your chances 
sO oe to win one oe or two. | 






















| 12x80000 DM WDM | 
4x 1.0 Million = 4000000 DM | 2 000 DM 1200000 DM 

Ax 3/4 Million = 3000000 DM | 20x 1200000 DM 
ix 1/2 Million = 4000000 DM | 24x 30000 DM = 1200 n DM 


2000000 DM | 28x40000 D 12000 
Xx QUO DM = = 2800000 DM | 32x 25000 DM a. 


760000 DM 
B9. 291480 x up to 10000 DM= 60000 DM 
291 6501 Prizes totalling 225 3401 







































These amounts are guaranteed to be paid out in one 


lottery (during half a year). 


Write ex iee brochure and order form io 
GREGOR P O. Box 1107 53 D-65000 FRAN 
West-Germany 





9 Only 600000 tickets to sell - no more 
@ 291 650 of these are guaranteed to win 
© Nearly every second ticket yields a 














or Singapore. Moreover, a severe prize MATIS neret mene 

_ liquidity squeeze in the local money You too can be one of the winners next SIRO Bruce e ee toe, E 
markets is not conducive to unneces- time. age | 
sary overseas travel. SÜDDEUTSCHE KLASSENLOTTERIE X City/County 







wever, there is optimism among 
yur operators that the trend will | 
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Malaysia) grew to M$1.12 billion in 
— 1982, the most recent year for which 
— official figures are available. On the 
7 basis of this growth rate, tourism could 
EC "become the fourth-largest source of 
T foreign exchange for Malaysia this 
BU year. 
z x In 1982, a total of 2.1 million visitors 
~ arrived in Malaysia, a 26% increase 
—— over 1981; of these, 1.45 million were 
E from Asean countries. The majority of 
"visitors entered the country by road 
(40%), followed by air (38%), rail 
E (19%) and sea (3%). Among the Asean 
— visitors, Singapore provided 62.8% of 
| the total, followed by Thailand 
ES (15.770), Indonesia (1.1%) and the 
E Philippines (0.8%). Although In- 
— donesia and the Philippines account 
- for only a tiny proportion of total arri- 
— vals, the imposition of exit taxes had, 
— — by 1982, cut down the number of bet- 
E. ter-heeled arrivals from each country, 
— though sources did not attempt to 
- — quantify the decline. 
EU In the case of Indonesia, particu- 
— larly, many arrivals are at the bottom 
— end of the travel and accommodation 
— market, and many also enter Malaysia 
"informally, sneaking across the 
— Malacca. Strait or crossing East 
-  Malaysia’s thickly forested boundary 


re 
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| with Kalimantan. The travel tax im- 
= posed last year on Thai nationals has 
SRN —not yet been reflected in the arrivals 


V E figures. In 1982, there was a whopping 
a 4 increase of 123% in Thai visitors to 
~ Malaysia compared with the 1981 fig- 
ure. 

. Malaysia has several large tourist 










the next three years, including a giant 
- M$3 billion resort on Langkawi island 
in the Malacca Strait and a smaller 
project on Pangkor island. The break- 
even calculations for these enterprises 
Buaepend i in part on growing numbers of 
— tourists from Asean countries, espe- 
— eially as the industry as a whole seems 
—— A headed for sizable over-capacity in the 
—. . next two years. 

` Noel Hawkes, vice-president of the 
Malaysian Association of Hotels, said 
on 12 January that the occupancy rate 
will, at best, hover around the 70-75% 
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Penang Airport: shopping in Singapore: Malaysia feels there's too much red tape; the price is no longer right in the island republic. 





level, leaving a large surplus capacity 
just at a time when the Malaysian Gov- 
ernment, as part of its cuts in the pub- 
lic sector, has reduced allocations for 
the country's main tourism promoter, 
the Tourist Development Corp., by 
22%. 

Malaysia currently is negotiating 
with Singapore to establish time-cut- 
ting ferry services from the republic to 
the Johor resort of Desaru Beach. More 
generally, Malaysia was to seek reduc- 








tion or elimination of Asean travel and 
exit taxes at the third Asean Tourism 
Conference in Singapore in March. 
Malaysia itself imposes no exit tax and 
its international departure tax is a 
mere M$15. The Treasury, how evel 
looked very closely at the possibility o 
imposing an exit tax and was only dis- 
suaded from doing so at the last mo- 
ment (REVIEW, 3 Nov. '83) following 
strenuous objections from Singapore. 
— JAMES CLAD 


SINGAPORE NENEEEIIERENSUSIIEFENRE:CNENCHNFIDENE- ETE SES REMIT Ss SME quer ous 


The price of a 
strong dollar 


TUE SUE TUR URERIRECA RC. FLIER 
qm which in its time has ac- 

counted for as much as a third of 
Singapore's gross domestic product 
growth, seemed headed for its first an- 
nual decline in 20 years as of October 
1983, the latest month for which fig- 


ures are available. Overall tourist arri- 
vals slid by 4.675, compared with the 


equivalent period for previous years, 


while arrivals from Asean countries 
were off even more sharply. Tourists 
from Indonesia, Thailand, Malaysia 
and the Philippines declined by 37%, 
19%, 2.3% and 0.8% respectively, 
compared with 1982. 

Part of the problem is the increase in 
departure taxes various Asean coun- 
tries have levied on their nationals 
travelling on non-business trips. How- 
ever, some industry analysts feel 
tourism has been hit harder by the 
strength of the Singapore dollar. Aside 
from Indonesia’s devaluation and the 
steady slide of the Philippine peso, 
1983 also saw major drops in the value 
of the currencies of two other impor- 
tant sources of Singapore-bound 
tourists, Hongkong and Australia. In 
fact, the rebound of the latter two cur- 
rencies late in the year offered a faint 
glimmer of hope to an otherwise dis- 
pirited industry. 


From the standpoint of tourism's 
overall contribution to GDP, currency 
factors weigh more heavily than 
straight tax levies. This is because 
most tourists, especially from within 
the region, come to Singapore for 
shopping rather than for sightseeing. 
Asean departure taxes amount to a 
kind of gate price to Singapore's shop- 
ping precincts: visitors can respond by 
bunching their planned purchases and 
buying the same amount of goods in 
fewer trips. But currency devaluations 
reduce purchasing power absolutely 
and undermine their incentive to com 
to Singapore at all. 

Price-tags alone no longer offer 
much incentive to tourists to come to 
Singapore on shopping sprees. Al- 
though tourist prices are not aggre- 
gated as such, one leaves the Orchard 
Road shopping area with the impres- 
sion that consumer-durable prices are 
comparable with those of London or 
New York (translated into Singapore 
dollars) and considerably higher than 
Hongkong's. The same differential 
seems to hold for hotel rooms, sight- 
seeing tours and meals in tourist res- 
taurants. 

As Asean tourist arrivals decline, the 
Singapore Tourist Promotion Board 
has announced a drive to promote the 
republic as an exotic Asian destination 
in Europe and North America. But the 
city's exoticism is fast vanishing, as 
large tracts of traditional buildings are 
bulldozed to make way for offices, 
highways and housing. — LINCOLN KAYE 
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Op PLAY. OR DASH. OR LAZE. TOGETHER OR ALONE. LEARN OR PERFECT. ARCHERY OR YOGA. SQUASH OR 
TENNIS. SAIL OR SNORKEL. SCUBA OR WINDSURF. COMPUTERS OR BEACHES. WITH CHILDREN OR NEW 


FRIENDS. WINE OR DINE. FRENCH FOOD OR LOCAL. WATCH OR PERFORM. SHOWS OR DISCO. THESE ARE THE 
DIFFERENCES. THIS IS THE LIFE. THIS IS CLUB MED. 
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Send completed coupon to Club Med: 3/F BCC House, 10 Queen's Road Central, Hong Kong. Tel: 5-211561/5 


Or Ming Court Hotel, Tanglin Road, Singapore 1024. Tel: 7377397. Or Wisma Stephens Lot 102/103, Jalan Raja Chulan, 
Kuala Lumpur, Malaysia. Tel: 427633. 





SHARP HAS IT ALL 
OES IT ALL. 


Whatever your copying task, there is a superbly 
engineered Sharp copier all ready to perform it. 





SF-780 
Multiprovider 


SF-825 


Creative Copier © 


a SF-430 15-Bin Sorter 




































SF-771 
Expandable Copier 


v SF-461 Automatic Document Feeder 


SF-755 
Basic Compact 


SHARP 


SHARP CORPORATION JAPAN 


‘New Business Copier 







Does your office demand speedy 


copywork? And versatile copywork," 
like enlargement/reduction? Maybe 
you want to keep your options 
open for the future with automatic 
sorting and document feeding 
potential. To satisfy these needs 
choose the SF-900, Sharps New 
Business Copier. 

Are you in the market for a 
compact, deskside copier, capable 
of fulfilling basic needs at a basic 
price? Then choose the no-frills 
SF-755. 

If you're looking for something in 
between the SF-900 and SF-755, 
Sharp has additional models to 
measure up to your particular 
standard. 


ASF-402 1,000-Sheet Cassette 





SETTING NEW BUSINESS TRENDS 





@ TAIWAN: AURORA CORPORATION 
Bth FL. No. 148. Sung Chiang Rd.. Taipei. Taiwan 
Tel: (02) 5639971 (10 lines) 


@ THAILAND: THE BANGKOK TRADING CO., LTD. 


995.999 Charoen Krung Road. Pitsien Bridge, 
Bangkok 5, Thailand Tel: 234-5093 


@ THE PHILIPPINES: 

DATACOM SYSTEMS CORPORATION 
No. 65 Buendia Avenue, Makati. Metro 
Manila, The Philippines 
Tel: 831.15-91/92. 831-10-07. 831-00-90 


€ INDONESIA: P.T. TRITANU 
Jatan Ir. H. Juanda Ill NO. 12, Jakarta 
Pusat-indonesia Tel: 367608 (4 Saluran) 


€ HONG KONG: ROXY ELECTRIC CO., LTD. 
Room 1701-1710, Admiralty Centre, Tower 1,18 


Harcourt Road, Hong Kong Tel: 5-8229311 (16 lines) 


€ SINGAPORE: ROXY (SINGAPORE) PTE. LTD. 


111 North Bridge Road #20-04, Peninsula Plaza, 


Singapore 0617 Tel: 3388033 
Show Room: 


111 North Bridge Road #01-30, Peninsula Plaza, 


Singapore 0617 Tel: 3381216 


€ MALAYSIA: ROXY (MALAYSIA) SDN. BHD. 
Lot 16, Jalan 223, Section 14 Petaling Jaya, 
Selangor Malaysia Tel: 571477, 571295, 574313, 
571364 and 561911 

Branches: 


Penang: 409-409A, Burmah Road, Penang 
Tel: 22660 
Ipoh: 64-64A, Maxwell Road, Ipoh Tel: 521974 
Malacca: 387 & 387A, Taman Pringgit Jaya, Malaka 
Tel: 29218 
J. Bahru: 5 & 7, Jalan Sutera Satu, Taman 
Sentosa, Johore Bahru Tel: 336353 
Kuantan: B-2008, Jalan Air Putih, Kuantan 
Tel: 20431 


€ SRI LANKA: BROWN & COMPANY LIMITED 
P.O. Box 200, 481, Darley Road, Colombo 10, Sri 
Lanka Tel: 91171 (8 lines) 


€ BANGLADESH: UNIVERSAL BUSINESS 
MACHINE LIMITED 


Al-Haj Mansion (3rd Floor), 82, Motijheel 
Commercial Area, 


Dacca-2, BANGLADESH. 


Phones: 257123, 257124, 237124 & 237126 
Telex: 64-2498 UBM BJ 
Cable: aroja, Dacca. 


@ PAKISTAN: BUSINESS INTERNATIONAL 
Nelson Chambers. P.O. Box 681 1.1, Chundrigar 
Road, Karachi-Pakistan Tel: 214922, 213548 


* Please contact your local Sharp 
distributor for further information. 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia s future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
events, compiles analyses and interprets them. No 
usinessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 25th Edition 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
should have on the bookshelf. 


Features 
The Asia 1984 Yearbook includes two new chapters in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
B Power Game, Population & Food, Development 
anks, Asian Finance, Asian Investment, Energy, Com- 
modities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
and social and cultural landmarks. Each section has 


Announcing The All New 25th Edition 
We give you Asia, 
minus the mystery, 


minus the myth: 
Asia 1984 Yearbook 





also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 


P^77-7---------- 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for dion 
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Asia 1984 Yearbook (Soft Cover) 

Price: HK$150/US$19.95/£13.00/M/S$42.50 each 
No. of copies C] by surface 
Asia 1984 Yearbook (Hard Cover) 

Price: HK$180/US$23.95/£15.90/M/S$50.00 each 
No. of copies .] by surface 
*For airmail delivery, please add: HK$45/US$6/£4/M/3$13.50 per 
copy 
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TWELVE YEARS OLD 


© - George Ballantine & Son Limited 








The Singapore stockmar- 
3 M ket has shaken. off 
maybe prematurely.—— its fears of 
dark portents. behi) d the 11th-hour 
withdrawal of Cha m POE 
ng s idu T ur lio ; 


ae, 


















11 fie surprise move. Sec- 


urities dealers feared the authorities 


were angry at widespread grey-mar- 
ket dealing in the as-yet-unlisted 
scrip. 

Some also suspected the govern- 











member of the brokerage fraternity, 
Alfa-Pacific, for its presumption in 
managing and underwriting the issue 
on its own without a merchant-bank 
collaborator. Bankers, for their part, 
| worried whether they might have of- 
© | fended official sensibilities about 
DOE) money-market stability by de 
.| new-issue “stags” an estimated S$1.2 
billion in credit lines. 
.. Prices plunged and volume shrivel- 
led market-wide as punters pondered 
| whether Chan Ho had sounded the 
| death knell at last for the new-list- 








general on the Stock Exchange of 
ingapore (SES). This madness of the 
marketplace culminated in one new 
issue (L&M, a small construction 
firm) being oversubscribed by no less 
than 248 times. At this time (REVIEW, 
25 Jan.) Shroff pointed out how 
huge gains were being reaped by 
some parties from this speculative 












issue was due to have closed, the 
widely watched Straits Times Index 
punched down through its 
psychologically significant 1,000- 

point threshold. Then it immediately 
» bounced back. Part of the credit for 
| this levitation must go to the morn- 
| ing-after newspaper accounts, which 
|, defused the Chan Ho upset by pre- | 
.] senting it as a little tax misun- 
| derstanding. Paul Chan, managing 
director and chairman of Chan Ho 







E S The Straits Times Group news- 
f papers featured sympathetic ac- 
counts of a rueful Chan vowing to re- 
turn to the markets as soon as this: un- 
pleasantness was sorted out whilethe 
| Singapore Monitor seemed to take a 
| grim satisfaction that Chan was 
“somehow the author of his own 
ails rather than the butt of a more 







ings sweepstakes and stagging in- 


fter the aborted Chan Ho: 


| 
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ment was lowering the boom on a | 


generalised official wrath. The paper 
took the occasion to "heave a sigh of 
relief [that] there is nothing wrong 
with the [financial] scene nor... with 
any of the professionals involved. i 





AMEN though not with relief — it 
those really are the conclusions to be 
drawn from the Chan Ho debacle. 
The qualms initially imputed to reg- 
ulators by worried (not to say guilty) 
stockmarket players remain valid, 
Chan's purported tax problems not- 
withstanding. There is something 
very much wrong with the scene, and 
the professionals involved should 
know better. Reticence on this sub- 
ject by Singapore's authorities — not 
generally known for sparing the rod 
— seems puzzling. 

All the more so if the new-listings 
phenomenon is viewed over the long 





term rather thaman immediate one- 
or two-year horizon. Robert Law, an 
MBA candidate at the National Uni- 
versity of Singapore, crunched and 
aggregated numbers from exchange 
records, press sources and prospec- 
tuses for 60-odd new issues dating as 
far back as 1973. 

He found that 98% of the issues 
made during the 11-year history of 
the SES as a separate 'exchan ge were 
oversubscribed. Demand ior new 


“shares outstripped supply by an aver- 


age multiple of 27.24 times. More 
than 89% of the shares opened trad- 
ing at a premium to the issue price. 
with the average mark-up running to 
39%. Law even worked out a formula 
for the percentile premium: itis two- 
thirds of what you get by subtracting 
20 from the number of times over- 
subscribed, though he cautions 
would-be stags against relying too 
heavily on this rule. 

The' engine of oversubscription 
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seems to be low price/earnings fp) 
ratios. New issues tabulated by L 
in the hotel. banking and finance sec 
tors, for example, offered shar 
multiples below the then-pre 
p/es of their industries by an ave 
of 28%, 19% and 44% res 
But if the offers seem cheap n 
parison with market valuations, tj 
ove off rather dearer sn à-vis : 






































miums running genera diy well ahi 
of net asset values even after r 
tion of assets (with subsequ 
capitalising of the surpluses} prior t 
issue. 
Of the slew of detailed lessons p 
recommendations Law derivec 
his researches, one suggestion str 
Shroff as espécially worthy 
further consideration: why not 
tion new shares by straight te d 
That way issuers could be assi 
a fair price for their scrip, 
could be rationed among appli 
by price rather than by cre l 
and purchasers would have an inge 
tive to sniff out dubious asset valua 
tions in their own price-setting p: 
cesses. The best way to drive sta 
into extinction might beto deny the 
their home in the range between t 
artificially low issué prices and ve 
high secondary- market values. i 
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L Ho’ s pe. fr nx in 3 
and g given the unpredictability t 
new-listing process, anyone see 
berth on the SES big board mis 
the more avid for a ready 
quoted vehicle. Soit looked ast 
property developer Ho Kok 
would have an easy time sellin 
his 51% stake in Leong Huat. 
tries. The 5$9.3 million sought n 
seem steep for the ailing steel 
| tangible assets, but the opp 
of obtaining a public ` x { 
shell company) itself should com 
mand a premium. Ho needed the cast 
to help satisfy his outstanding tax: 
ligations and ward off bankı p 
(REVIEW, 2 Feb.) 

But under the conditions 
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Singapore's regulatory § ritie 
dustry Council (SIC) dor rel 
of the shares (whieh had 











blocked since 1981 for takeover 
infractions), any purchaser 3 
| have to buy the 51% en bloc 

! tend a general cash offer for 
ance of Leong Huat's stoc 
the buyer's cash offer is 
holders of a further 3995'0f the 
pany's equity, the firm vould be 
delisted under Singapore e 
| PRE the pot ofthe exere 
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Locked into a loser 
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Japanese steel mills must pay through the nose for Canadian 
coal because of deals that they signed prior to a price fall 


By Ron Richardson in Vancouver 


Tt Japanese steel industry is facing 


a dilemma over what to do about 
large quantities of coal it has con- 
tracted to buy from two new Canadian 
mines at prices which are now far 
above world market levels. The high- 
price contracts are undermining the 
steel mills’ bargaining position in 
settling new prices with its largest 
Australian and Canadian shippers, 
whose contracts are due for review at 
the end of this month. However, 
threatened intervention by the Cana- 
dian Government and British Colum- 
bia state government in the dispute is 
limiting the pressure the Japanese can 
bring on the mines to cut prices. 

The contracts causing the anguish 
were signed at the start of 1981 be- 
tween a group of Japanese companies 
led by Mitsui Mining Co. and Nippon 
Steel Corp. and Canadian mining 
groups Quintette Coal and Teck Corp. 
These cover the sale of 95 million ton- 
nes of coking coal over 15 years from 


—— previously undeveloped deposits in the 


BORROWINGS 


Dhaka goes 
commercial 


Bangladesh Biman raises 
long-term bank finance 
to pay for an aircraft 








By S. Kamaluddin in Dhaka 


he Bank of China has become the 

first foreign non-resident bank to 
agree to provide a long-term loan — of 
US$10 million — to Bangladesh. Nurul 
Islam, governor of the Bangladesh 
Bank, the central bank, told the 
REVIEW the lending terms are favoura- 
ble, with interest at only one percent- 
age point above the London inter-bank 
offered rate (Libor), while the five- 
year term includes a three-and-a-half 
year grace period. While interest will 
continue to accrue, the first payment 
will not be made before the expiry of 
this period. 

Banking sources said the Bank of 
China offering is significant when 
judged against the refusal by several 
Western non-resident banks to provide 
long-term loans to Bangladesh. 

Islam said an agreement with the 
Bank of China would be signed soon to 


Rocky Mountains of northeastern 
British Columbia. 

Coal from the recently completed 
Quintette mine and Teck’s Bullmoose 
property is now being shipped to nine 
Japanese steel mills at prices of around 
C$97 (US$77) a tonne (fob). Shipments 
of similar coal from long-established 
mines in the southeast of the province 
are moving at a contract price of 
slightly less than C$70 a tonne, while 
comparable coal from Australian 
mines — Japan’s largest source — is 
priced a little lower. 

Under the terms of the 1981 con- 
tracts, prices have risen steadily each 
quarter under a complex inflation-in- 
dexed formula — ironically, an ar- 
rangement insisted on by the Japanese 
mills at a time when they believed fu- 
ture coal shortages might leave them 
vulnerable to exorbitant price rises. In 
the case of Quintette the formula pric- 
ing is not due for renegotiation until 
March 1987 and two years later in the 
case of Teck. 





DC10: Biman's third buy from Singa 


finalise the deal. The loan will finance 
the acquisition by Bangladesh Biman, 
the national air carrier, of a third sec- 
ond-hand DC10 jetliner from Singa- 
pore Airlines at a cost of US$23 mil- 
lion. Two foreign resident banks, In- 
dosuez and American Express, have 
agreed to provide US$3 million each 
towards the purchase, though the 
Bangladesh Bank had asked them to 
raise up to US$5 million apiece. 

While Indosuez seems to be agree- 
able to providing the larger amount — 
the final nod is expected soon — Ame- 
rican Express is known to have de- 
clined to provide a similar amount. 
Bangladesh Bimanhhas arranged to pay 
US$3 million out of its own resources, 
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| At the time the deals were signed, © 
they were acknowledged to include a ` 
sizable margin óver the world price to 
help get the high-cost projects off the ` 
ground. However, the price formula 
was intended to dampen the sub- 
sequent increases at a time when it was ` 
projected world fuel prices would be 
soaring. But it did not work out that ` 
way. The recession cut Japanese steel 
production. Also, an expected coal 
shortage turned into a glut and coal 
prices worldwide have been in decline 
for about two years. 

The Japanese said nothing about the 
gold-plated British Columbia con- 
tracts while the mines were being con- 
structed. However, just before the first 
shipments left for Japan at the end of 
last year, they asked Quintette and 
Teck to roll back their prices by about * 
C$14 a tonne. This was done under a 
provision of the contracts which al- 
lows for either side to request — but : 
not necessarily get — a price review if 
there are significant changes in the 
coal market. ( 

However, the mines said no, and in- 
sisted they had valid contracts setting 
out the pricing for the coal in the initial 
years of operation, and their customers 
would have to honour these. With this 
still unresolved, the Japanese have 
now been hit with requests from 
Australian and rival Canadian coal 
suppliers for price increases from 1 
April when their long-term contracts 


but that still 
leaves a gap of 
US$2 million. 
Last year, the 
central bank 
raised US$44.5 
million in seven- 
to eight-year loans 
from six local and 
foreign resident 
banks to finance 
the purchase off 
the first two sec- 
ond-hand DC10s 
from Singapore 
Airlines at a total 


cost of US$46 mil- 
lion for Biman. 
Bangladesh’s largest nationalised 


commercial bank, the Sonalibank, ar- 
ranged a US$10 million facility 
through its London office, while Arab 
Bangladesh Bank, a joint venture be- 
tween local sponsors (30%) and Dubai 
Bank, provided another US$10 mil- 
lion. 

Four resident foreign banks — Bank 
of Credit and Commerce International, 
Grindlays, Chartered and Habib Bank 
of Pakistan — together have arranged 
another US$24.4 million. These loans 
bear interest at 1.5 points above Libor 
with one year's moratorium. The deal 
represented the first time Bangladesh 
has arranged such long-term commer- 
cial loans. 
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_ nancial shap die qno his vu 

at the same time are being as d ires 
they are paying so much for. the new 
Canadian coal. 

A traditional negotiating tactic of 
the J apanese steel industry when raw- 
materials prices are in dispute is to cut 
shipments it takes from suppliers. The 
mills buy coal on an fob basis and ar- 
range their own shipping, so they can 
dictate the rate of deliveries, However, 
in the case of the new British Columbia 
mines, the Japanese have been warned 
they will be buying a fight with both 
the. provincial and federal govern- 
ments if they attempt to cut deliveries 
below guaranteed volumes. 


Provincial and federal agencies have 
so far invested about C$1.3 billion 
in development infrastructure for the 
northeastern coal mines and their 
reimbursement by way of special 
transport levies is tied directly to the 
uantity of coal shipped, so they are 
turally sensitive to suggestions that 
ir projected revenue may be in 
danger. In a speech to Vancouver busi- 
ness leaders and attended by Japanese 
diplomatic representatives, Ron Bas- 
ford, who heads the British Columbia 
government agency which coordinated 
the project, cautioned the Japanese 
against cutting shipments from the 
new mines. 






Japanese steel plant: buying a fight? 


Basford, who is a former federal 
cabinet minister and is considered to 
have an inside track to policymakers in 
Ottawa, went on to hint at the areas the 
Japanese could expect to see affected if 
they unilaterally cut the northeast coal 
tonnage. He noted that car imports are 
already facing protectionist attacks. 
“The Japanese know that for the 
northeast coal-development project 
and others to collapse would undercut 
those in this country who have argued 
so successfully for opening up of Ja- 
panese-Canadian trade and would 
provide the voices of protectionism . 
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with the very ammunition they want. 

"The strengthening of further 
Canada-Japanese business and com- 
mercial relations depends on contracts 
openly negotiated and faithfully hon- 
oured,” Basford said. 

The pressure is now on Japan’s steel 
industry to find a way out of its north- 
east contracts without causing a politi- 
cal incident. One industry insider com- 
mented: “I think for the first time the 
mills are really worrying about the 
legal implications of what they are try- 
ing to do. Someone is finally trying to 
hold them to a contract.” ü 
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Selling down an idea 


Thailand's scheme to spread bank shareholdings appears 
to be working — but there are problems below the surface 


By Paisal Sricharatchanya in Bangkok 


hen the Thai monetary authorities 

introduced the new Commercial 
Banking Act in 1979, a principal objec- 
tive was to break up the family-con- 
trolled shareholdings in most Thai 
banks and thus enable wider public 
participation. Banks were given five 
years to divest shares to the point at 
which at least 250 individual share- 
holders would together hold at least 
50%; no single shareholder can own 
more than 0.5%. 

These objectives have been broadly 
achieved. Of the 16 Thai banks, 13 are 
said to have met the requirements 
(though with several barely managing 
to divest the minimum 50% sharehold- 
ings), just before the deadline expired 
on 7 March. The two institutions which 
failed to do so — Bangkok Bank and 
Siam Commercial Bank — face nomi- 
nal fines. (The state-run Krung Thai 
Bank is exempted from the require- 
ment.) 

The prolonged inactivity of the 
stockmarket was commonly blamed 
for preventing full-scale share diver- 
sification. The market has been depre- 
ssed since the Raja Finance collapse in 
1979, the same year the new banking 
law came into force. It was not until 
early 1983 that economic recovery 
triggered significant improvement. In 
an effort to divest shares (as well as to 
broaden their capital bases) many 
banks early this year came out with 
new share issues (REVIEW, 5 Jan.). 

The bank with the most diverse 
shareholding structure, Thai Farmers 
Bank (the third-largest institution), 


* now has 52,359 individual sharehol- 
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ders who together own 73.42% of the 
bank's Baht 2 billion (US$87 million) 
registered capital/ The bank succeeded 
in divesting a large portion of its new 
issues in provinces outside Bangkok 
and the number of up-country 
shareholders has risen from below 
9.000 to more than 26,000. 

Meanwhile, the Bangkok Bank has 
only 36.69% of its Baht 3.5 billion cap- 
ital owned by individual shareholders. 
At the end of February (after the bank 
sold 5 million new shares), it had a 
total of 29,638 shareholders together 
accounting for 54.7%. But after de- 
ducting corporate entities (which do 
not qualify under the divestiture law) 
from this group, small shareholders 
have only 36.69%. 

According to Bangkok Bank presi- 
dent Chatri Sophonpanich, the bank 
always gave priority to small share- 
holders to buy from any series of new 
share issues — some 66% of the most 
recent 5 million-share issue made in 
January was earmarked for this group 
— but firms often managed to buy from 
individuals later, thus diluting the in- 
dividual shareholders’ total. Since 
Bangkok Bank is one of the few blue- 
chip shares on the local market, its at- 
traction is understandable. 


he different capital bases of various 

banks also underline the great dis- 
parity between the actual holdings of a 
small shareholder in a small bank and 
of his counterpart in a big bank. A 
small shareholder of the Bangkok 
Bank must, in effect, invest about Baht 
42 million (175,000 shares at the Baht 


nk HQ; Chatri: priority given to small shareholders. 
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own 0.5%. And tax- 
ation of dividends 
(charged at the 
progressive rate of 
up to 65%), com- 
pares with a flat 
12.5% withholding 
tax on bank time 
deposits (which cur- 
rently yield 12.5- 
13% — somewhat 
above the 11-12% 
yield on Bangkok 
Bank shares). 
Bank executives 
argue that it is more 
difficult for large 
banks to divest 
shares: they can do 
so only by raising 





substantially the 
number of small 
shareholders. (The 


Bangkok Bank's biggest individual 
shareholder today — its founder and 
present chairman Chin Sophonpanich 
— has 96,000 shares, or 0.25% of 
total equity.) Critics say the law is 
practical if viewed in the context that 
11 out of the 15 banks in question are 
listed on the Bangkok stockmarket, 
which means daily trading among 
small shareholders is beyond the re- 
spective banks' control. 

The position is particularly precari- 
ous for the few banks which managed 
to barely meet the 50% minimum re- 
quirement. Transactions on a given 
day may easily pull them below this 
level, resulting in a technical violation 
of the act. The bottom line is that the 
same families which controlled banks 
five years ago maintain their grip on 
policymaking and management today. 
These families still own large blocks of 
shares through holding companies, or 
other affiliates, which allow them the 
final say on policy matters. Most small 
shareholders seldom have the desire or 
the means to participate in the banks' 
policymaking processes. e 

A World Bank study conducted 
ing 1981-82 commented: "It is ques- 
tionable whether greater dispersion of 
ownership would be effective in truly 
breaking up industrial-financial 
groups, or even whether such an out- 
come would necessarily be desirable. A 
more effective method of dealing with 
the problem of excessive concentration 
would be to institute market-share 
limitations along with easier entry and 
greater competition." (The World 
Bank suggestion on market-share 
limitations was met with scepticism 
here, since it goes against the free- 
enterprise system.) 

However, the divestiture law has 
produced one positive result. Most 
banks appear to be aware now of a 
strong sense of accountability to the 
growing number of small sharehold- 
ers, whose support will become in- 
creasingly important for the banks' fu- 
ture expansion. 
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ted profit for the year was HK$330.4 million compared with HK$316.0 million in 1982. The 1983 profit is stated after 


+ 


ision of HK$80.0 million against possible losses on completion in 1987 of a deve opment project in Hong K 


of investment properties arose mainly in the United States, 
d th ectors will recommend to shareholders at the Annual General Meeting to be held on 17th May ti 
dividend of 32.0 cents per share. Together with the interim dividend of 16.0 cents per share, this makes a total c 
for the year of 48.0 cents per share, the same as that paid for 1982. The final dividend will be paid on 18th May 1984 to 
shareholders on the register at the close of business on 17th May 1984; the register will be closed from ard May 1984 to - 


17th May 1984, both dates inclusive. ee 


Valuation of Investment Properties it is the Compan 'S policy to value all its investment properties each year on the ba: 
“current open market value. The valuation at the end of 1983 was carried out by professionally qualified executives of th« 
impany and follows an independent valuation carried out at the end of the previous year. As a consequence of ihe 1983 


* 


2 val ation, the valuation reserve has been reduced by HK$1,160.2 million which largely accounts for the réduction in the nei 


hare to HK$4.96 at 31st December 1983 compared with HK$6.97 at 31st December 1982 
predict but, given orderly financial markets in Hong Kong, it 
continue to be stable particularly in the sector of the residential property market in.wé 
The Company is also soundly based to take advantage of new development and invest 
hese arise. i | 


will be sent to shareholders on 26th April 1984. 















James Clad in Kuala Lumpur 
hile official prevarication- and 





y have undermined confidence in 
ri-oil futures trading at the Kuala 
mpur Commodity | Exchange 
LCE) for the time being (REVIEW, 15 
d 22 Mar.) the Malaysian ca binet 
8 given the go-ahead to a new tin- 
ures trading system. 
[rading in tin futures, originally 
ieduled to begin in March (REVIEW, 
Nov. 83), recently was postponed to 
and possibly even later. Adding 
1e metal to the exchange's futures 
ding will round out a process begun 
-1980 with the passage of com- 
xdities-trading legislation; rubber 
s been trading — albeit in thin vol- 
ies — since last September, follow- 
y the introduction of crude palm-oil 
-attheendof1980. ^. 
resent, a physicals: market in 
-sets daily prices for Malaysia's 
ccounting for 31% of world pro- 
), on the basis of bids for ton- 
offered each morning to 
sia's two smelting companies. 
: ernment sees this system as de- 
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manipulative trading. practices | 


fective for two reasons: producers have 


little influence on prices and futures. 


trading is conducted only at the Lon- 
don Metal Exchange (LME), which 
operates in a different time zone and a 
different currency. 


A closed-door tin workshop on 28 | 


February in Kuala Lumpur heard de- 
tails of a system that will abolish the 
Penang market and simultaneously ini- 
tiate tin- futures trading at the KLCE. 
Miners, smelting companies and deal- 
ers must soon begin operating a new 
Kuala Lumpur Tin Market (KLTM) for 
physicals trading that wil use the 
same price-determinant system as the 
London bullion market — that is, 
balancing bids and offers each morn- 
ing to fix the daily price. 

Futures trading at the KLCE will 
take this physicals price as its daily 
pierre point, using 1 tonne of 
99.85%-purity tin as its trading con- 
tract. Documents presented at the 
workshop also reveal a price-move- 
ment limitation mechanism, to counter 
"excessive speculation" in what al- 
most certainly will be small- 





























tr adip. for: . 15- -minute me ooling 
down” pend peon dealing resumes. 

Trading willbe for the current month, 
for succeeding three months and for al- 





ternative far-future months up to à . 
year from the current trading month. 


To prevent smuggled tin being 


traded, the KLCE will insist on pro- 


d from approved registered smelt- 
s. A board of directors elected by its 
EI s (who must be incorporated i in 
Malaysia) will manage the KLTM as a 
company limited by guarantee. 

The scheme incorpi tes most of the 
recommendations of 
by London. commodity sp! 
Robert Gibson-Jarvie. He has str 

recommended full membership only : 
the KLTM. 

Whether, in = iun mood,tradi- . 
tionally large. i dealers such as 
Rudolph Wolff « » Berisford will beW 









tempted to participate in the new 


KLTM/KLCE system is unclear, how- 

ever: already, foreign dealers have ex- 
pressed annoyance at the small size of 
the tin- futures contract (the LME 
deals in 5-tonne lots). The government 
wants small miners to use the KLCE 
for hedging — and a 1-tonne contract 
may encourage them to do so. ol 
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Widening the circle 
More foreign institutions are set to join the syndicate 
that underwrites Japanese Government bond issues © 


By Mike Tharp in Tokyo 
our foreign securities firms will join 
Japan’s government- -bond under- 


writing syndicate in April, following 


the successful applications by three 


large foreign banks (REVIEW, 16 Feb. 


'83). Salomon Brothers, Merrill Lynch, 


Jardine Fleming and Smith Barney — 


also submitted their applications to 
the Ministry of Finance (MoF) to par- 
ticipate in the 700-member syndicate 


from the beginning of the next fiscal. 


year, which starts on 1 April 1985. 


Like those of Citibank, Chase Man- 


hattan and Bank of America, the appli- 


cations of the securities companies are 


expected to receive MoF approval. 
None of the foreign institutions in- 
volved anticipates sizable profits from 
the  bond-underwriting business. 
Membership in the syndicate would 
provide greater exposure in the Japan- 
ese market while dovetailing with the 
brokers’ strategy to move into the 


| fixed-interest market later. Several of 


the applicants already have been in- 
volved in the secondary bond market 
and they hope that their presence 
in the syndicate. will 


changes by regulatory authorities, in 


include securities dealers, fi 


| round of Deua e on. 
ease their i 





entry into the primary-issue market. 
The applicants clearly expect 










the underwriting business. Up to noy 
Japanese syndicate members, which 





stitutions and banks, t 
lowed to act as deale ; 

ment has had the upper hand in 1 forcing 
Japanese members to buy the bonds, 
often at unfavourable rates. But in the 
past year the syndicate has succeeded 
in obtaining better rates for the gov- 


‘ernment bonds. 


“The government will denes its 
procedures over time," said one ofthe 
applicants, “and eventually the: yonds 
will be auctioned off [as in the United 
States]." That is a familiar market to 
the foreign securities firms, which will | 
probably sell Japanese bonds to in- 
stitutional (rather than individual) 1 in- 
vestors, both in Japan and overseas. | 

'sesyndicate applications and 
ikely approval come as Japan 
» US prepare for their second 
g pital-mar- 
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Shrinking profits and flagging sales take the 
shine off the once-proud big five sogo shosha 


By Hikaru Kerns in Tokyo 


Or: the towering leaders of Japan- 

ese business expansion, Japanese 
general trading companies, or 
sogo shosha, have been adjusting 
poorly to the changing economic scene 
despite a recently improved business 
climate. Their profit margins have 
steadily been eroded on a falling 
growth rate in sales, and some remain 
exposed to the risk of losses in overseas 
projects related to petroleum. 

Figures from securities analysts 
illustrate the declining position of the 
big five Japanese trading houses. In the 
12 months ended September 1979, 

Or: companies — Mitsubishi, Mitsui, 
C. Itoh, Marubeni and Sumitomo — 
enjoyed a 1.87% gross profit margin on 
sales. This fell to 1.48% in 1981 and to 
1.44% in 1983. In the 12 months ending 
in September 1984, the margin is ex- 
pected to drop further to 1.38%. 

The profit-margin slide has been 
accompanied by a reduction in the 
growth rate in sales. Following a spurt 
in turnover, mainly as a result of infla- 
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lar rate. US Treasury Undersecretary 
Beryl Sprinkel and other US officials 
were scheduled to visit Tokyo on 23 
March where they were to seek a con- 
crete plan from MoF on more than 20 
items the US side put on the agenda. 
Already there have been leaks from 
the MoF to the Japanese press that the 
ministry will present only a general 
and gradual outline for . change. 
9 is clamouring for im- 


















ediate specific reform; so there may 
e some ill feeling after the meeting. 
Although foreign membership in the 
government-bond syndicate is some- 
what tangential to the main capital- 
market themes of interest-rate deregu- 
lation and relaxing restrictions on the 
fee structure in the securities industry, 
MoF approval of the applications 
could influence the overall liberalisa- 
tion process. 

"As Japan liberalises and as interest 
rates become more susceptible to mar- 
ket influences, participation in both 
primary and secondary issuing will be 
a desirable feature," said one of the 
foriegn applicants. *More Western- 
style issuances will be taking place." 

It would be risky, however, to expect 
the MoF to change things much soon. 
"The problems [of liberalisation] are 
very complex,” commented one 
foreign securities-house official, *and 
the most difficult are those that in- 
volve changes in the turf." 
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tion in 1979-80, the sales growth rate 
of the big five declined from 8% in the 
12 months to September 1981 and to 
7% in 1982. In the 12 months ending 
in September the rate is expected to 
be a negative 1.5% — exports, imports 
and domestic trade all are expected to 
register negative rates, while only 
third-country trade is expected to in- 
crease — by 10.795. 

A reason for the decline in business 
is the recent change in the supply of 
and demand for funds. One of the main 
functions of the trading companies has 
been short-term trade financing — the 
others being information-gathering 
and marketing. But banks, with low 
demand for loans despite falling in- 
terest rates and with growing expertise 
in trade financing, have been cutting 
in. 

Instead of supplying trading houses 
with funds, which then are loaned out 
at higher rates to manufacturers, 
banks are dealing directly with man- 
ufacturers, especially those in the 
high-technology industries. This trend 
is expected to continue. 

The big trading houses have in fact 
largely been excluded from many areas 
of the trade in new technology, such as 
office automation and advanced elec- 
tronics. Often, the expertise required 
to handle such goods is so specialised 
that manufacturers who are not mar- 
keting them farm the business out to 
smaller trading companies which are 
willing to focus more narrowly on pro- 
ducts. 

The staffing policies of the big trad- 
ing companies militate against the 
handling of new technology. Tradi- 
tionally, the trading houses recruit the 
brightest college graduates regardless 
of their speciality. Once members of 
the company, they are expected to be 
generalists and are moved from de- 
partment to department in the course 
of their careers. 


ut the handling of new technology, 
Byueos in buying or marketing, re- 
quires advanced and specialised 
knowledge that generalists lack, de- 
spite cramming. The big trading 
houses are reluctant to hire specialists 
from outside because that may cause 
disruption to the traditional personnel 
system. 

C. Itoh and Mitsui have made con- 
spicuous bids to handle electronics and 
computers, but their efforts are still at 
an early stage. Big electronics com- 
panies such as Sony and Matsushita 
prefer to do their own trading and 


, 





marketing; the same applies to the big 
car manufacturers. 

The prospects of an upturn in com- 
modity prices, which greatly affect 
profit margins, are still cloudy despite 
the recent economic recovery in major 


industrialised countries. Trading 
houses also have cut down their in- 
volvement in risk projects overseas, 
because of their earlier underestima- 
tion of the dangers in investing in de- 
veloping countries and also because of 
greater competition for projects from 
the United States, Europe and newly 
industrialising countries. One country 
in which Mitsubishi is heavily involved 
is Saudi Arabia, which is becoming 
politically less stable. 

Some sogo shosha, such as Mit- 
subishi, are selling securities — which 


have appreciated well in the bull mar- __ 


ket of the past 12 months — in order to 
keep profit levels respectable. But the 
financial year ending in March 1984 
will probably see a sharp decline in ré- 
curring profits for C. Itoh (down 23.1% 
on the previous year to ¥26 billion 
[US$115.9 million]), Marubeni (down 
9.5% to ¥21 billion), Mitsui (down 
91.8% to ¥30 billion), Sumitomo 
(down 5.7% to ¥42 billion) and Mit- 
subishi (up 0.2% to ¥43 billion). 

In the 12 months to September this 
year the profit picture is expected to 
improve, if only because previous 
terms were so unsatisfactory, but gen- 
eral trading companies are attracting 
little interest in the stockmarket. The 
shares of the strongest trading com- 
pany, Mitsubishi, traded in the range 
of ¥500 to to ¥580 in 1983, and though 
the Nikkei-Dow Jones Average went 
from 7,803 points last year to more 
than 10,400 recently, Mitsubishi's 
stock is still trading at ¥516. 

Mitsui's stock is being traded near 
1983’s low of ¥333, while C. Itoh is 
only about ¥10 higher than last year's 
low of ¥275. One brokerage firm is 
pessimistic about C. Itoh in the short 
term, advising that its involvement in 
oil and property could bring additional 
losses. Oo 
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letcher ‘Challenge, the Pun New 
Zeala q grou ha 
















983 of NZ$64. 5 mil- 
villion). The result in- 
Miu. to 
estry. operation, 

I NZ$30. 2 million 
income net of revaluation 
-off (negative goodwill). This 
gure, controversial in- accounting 
ircles, is designed to recognise in the 
accounts the discount at which 
Fletcher. l ought its Canadian sub- 


















: The profit for New Zealand opera- 
ions was NZ$40.8 million, compared 
Ath NZ$20.2 million in the same 
period a year earlier. However, 
this © "was still below ` the 1981 














interim figure of NZ$45.7 million. 

Pulp and paper — a significant part 
of the conglomerate’ S business -~ 
continued to be a drag on profits, pro- 


ducing losses of NZ$1.9-million for 


the period, the same amount asin the 
previous year. Production problems 
and poor international prices were 
blamed for the result. The rural and 
trading division moved. out of the 
year-earlier loss position, following 
lower interest rates and better trad- 
ing conditions. | 
Fletcher chairman Ron Trotter said 
he expects New Zealand operations 
to earn NZ$90 million for the full 
year. Depending on quick settlement 
of the pulp and paper workers’ strike 
in Canada he expects total group 
earnings to net NZ$110 million. 
— LINDA SANDERS 








Sre 8 million (US$45.9 million) 


|. for 1983, compared with HK$330.9 
million i in 1982. However, this figure 
incorporated a decline in profits from 
prop erty. trading from HK$228.6 mil- 
lion. in 1982 to HK$119 million last 
year. This was made up for by an in- 
| crease in proceeds from the sale of in- 
| vestment properties — stated above 
|. the line — which came to HK$131.8 
^ million (HK$37. 8 million previously). 
. The increase stems mainly from 
S f shopping centres in the United 
Swire would have 
capital apprecia- 
and gains. Otherwise, 
rectors said the full-year profit fig- 
ure was stated after making a provi- 
. Sion of HK$80 million against possi- 
-ble.losses on completion in 1987 
of a development project in Hong- 
ong. 
Direc ors said that, given orderly 
i markets in Hongkong, 
property prices were expected to re- 
main stable, particularly in the resi- 
dential, sector where the company 
ds. volved. A final dividend of 
.. HK cents. a share was recom- 
. mended, making for a total payout of 
48 cents, the same as last year. 


































group, has re- 
| before extra- 













i — CHFISTOPHER WOOD 


lty Development | (US$25.1 


of the quoted | 


HK$110.5 million | 
| for 1983, down | 
i} n the previ- 





57% -owned | 


ous year. Extraordinaries amounted 


Ito only HK$1.02 million this time 


around, making a total attributable | 
profit of HK$111.5 million — against | 
HK$305.8 million for 1982. 

In addition to a final dividend of 26 
HK cents per A share and 5.2 cents 
per B share — making totals for the 
year of 38 cents and 7.6 cents respec- 
tively — the directors are recom- 
mending a special capital bonus (out 
of capital reserves) of 10 cents and 2 
cents respectively. .. —ACORRESPONDENT 


Saha Union up 


Saha Union Corp., the parent com- 


pany of a large Thai textiles and 


garment-accessories. . conglomerate, 
| posted a Baht 47.9 million (US$2 mil- 


lion) after-tax profit in calendar 
1983, up 40% from the previous year. 
This translates into a Baht 13. 33 net 
profit per share. Reflecting strong 
domestic às well as export perform- 
ance, sales revenue rose 6775 to 
Baht 3.5 billion, while total assets 
grew 16% to Baht 2.1 billion. 

— PAISAL SRICHARATCHANYA 


OUB holds steady 

Singapore's Overseas Union Bank 
(OUB) wound up a year of heavy cap- 
ital spending on 31 Dec. 1983, includ- 
ing its new skyscraper headquarters 
and acquisition of its wholly owned 


International Bank of Singapore sub- 


sidiary, with net profits inching up by 
0.6% over 1982 to S$52.1 million 
million). Net earnings 


would, however, haveshown a 10.3% 
drop if extraordinary gains had been 


included in the 1982 figure. Deposits 
rose 34% to S$5.2 billion, while loans 
increased 40% to S$4 billion. OUB's 
finance subsidiary, 





i The profit included a hetextraorc 
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up a 17% rise in pre-tax 
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Bees in "dune 1983 and listed « 
the Amsterdam stock exchange 
| Hagemeyer achieved a net profit of 
G10.57 million. (US$3. 45 million at 
prevailing exchange t ates)inthe year 
to 31 Dec. 1983 aft galossof 
G15 million the pr 
Pacific expects further in 
ments from Hagemeyer in the 
year. The securities-brokerage c 
panies, meanwhile, were a 
only for a short part of FPUs year bi 
the "scope and volume" of their a: 
tivities is visui to pod T de. 



























the Hon dividend. 


Singapore's Grow Hh: riz 
ings (GIH) group has staged a 22-1 
increase in pre-tax profits to S$9- 4 
million (US$4.5.millic 

the strength of its 37% pee in 


t 





















5$26 million earned (pre-tax) t 
marine-oriented associate Pa 


Dec. 1983. ThePan-Elresultalsorep- | 
resents a 775% improvement over the 
previous year, though its turnover ime 
creased. by only 36%, But 
gains were wiped out by ons 
or enam logs of S$5.1 millic 
Na Eur 







Ls Both companies Lu ia 2 f 
cents in dividends previously. 










































INGKONG; share prices surged forward on a 
wave of fresh optimism over the latest round (the 
10th) of Sino-British:talks over Hongkong's fu- 
ture; money-market liquidity also helped. Low 
. deposit-interest rates may also have discouraged 
saving and helped enhance stockmarket invest- 
ment. The Hang Seng Index closed the period at a 
peak of 1,170.35 — a gain of nearly 7.6% on the 
previous finish. The index has now returned to 
the levels of September 1982 — before British 
Prime Minister Margaret Thatcher’s visit to Pe- 
king. Turnover rose to a daily average of 
HK$314.32 million (US$40.30 million). 


SINGAPORE: The abrupt withdrawal of a well- 
received new shares offer (page 83) was among 
factors leading to a slump at mid-period. 
"raser's Industrial Index closed the period at 
07.06, down 22.3 points, despite a feeble rally 
t the end. The blush was off some recent news- 
ikers: Tan, Chong shed 35 S cents to 5$9.10 
$$4.38) while Hong Leong emerged from its 
| split to drop 44 cents to $$3.44. On the 
nd, a couple of speculative stocks scored 
ning gains, albeit on thin volume: Ayer 
ek soared S$9.25 to S$11.00 and First Allied 
pt S$4.80 to $$19.80. Average turnover sank 
$$26.7 million from $$33.4 million. 


JP LUMPUR: Steady prices on Wall 
treet failed to lift sentiment as trading con- 
tinued to be lethargic. One of the dampening fac- 
tors was uncertainty at the local commodity ex- 
hange, where a number of traders defaulted. Al- 
hough volume and value figures rebounded 
ightly at the end of the period, total turnover 
eached just 33.9 million units worth M$131.4 

Hion (US$57.63 million). Star performers in- 
d First Allied Corp., which posted a more 
n40% value gain during the period, blue-chip 
so ordinary and the thinly traded finance list- 
ing South East Corp. . 



























































OKYO: On moderate to heavy volume sup- 
ted by buying from major investors, includ- 
foreigners, the market rose to a new high. 
iking shares attracted attention on expecta- 
beralisation of the Japanese financial 


- 





Jut. The Nikkei-Dow 
9,479.80; up nearly 400 





clo 


IPE; Gains on the London, Tokyo and New 
ork markets boosted confidence of local in- 
stors, who.had already been favourably influ- 
ed by robust economic conditions in Taiwan. 
share prices rose; with the biggest gains in 
and petrochemicals issues. The weighted 

closed the period ata record high of 910.41, 
ip 25.91 points from the previous period. While 
10st analysts expect the bullish trend to con- 

iue, the increase in US dollar interest rates 






















‘GAINS on Wall Street helped some Asian marketsin the period to 19 Mar. Hongkong. 


ed the bulls and Taipei, enjoying a renewed bull run, was not far behind. However, . 
New Zealand, the Philippines and Thailand continued to be depressed. : 


d. fores a dow long-term problems. Some. 


analysts. predicted that the rapid economic ex- 


pansion'and rising demand for capital would. 


also put upward pressure on the NT dollar in- 
terest rates. Average daily turnover was NT$2.27 
billion (US$55.83 million). : ee 


AUSTRALIA: Following its recent falls, the | 


market rallied in light turnover spurred by over- 
seas buying. Mining stocks led the way, encour- 
aged by stronger base-metals prices, especially 
of copper. Industrial shares remained under a 


cloud because of hardening domestic interest | 


rates. Investor sentiment remains dominated by 
movements on Wall Street and the continuing 
uncertainty surrounding the direction of United 
States monetary policy. The Australian All-Or- 


dinaries Average closed the period at 735.8, up - 


16.7 points or 2.3%. 


NEW ZEALAND: ‘The bear trend was sustained, 
despite strong views in some quarters that the 
market has been oversold. Although a technical 
rally should occur at some stage, the market 
seems to be giving a mirror image of its 1983 per- 
formance, when a series of steep rises were in- 
terspersed with only minor reactions. The oppo- 
site has recently been occurring. Individual in- 
vestors who provided the impetus for the market 
in the final quarter of 1983 have turned their at- 
tention to a rash of new floats. | 


BANGKOK: The market had another depressed 


period. Although this is a traditional period for . 


businesses to pay dividends, no fresh purchases 
were made, partly as a result of the high cost of 
funds. The period started uncertainly, inclining 
towards a downturn in the absence of significant 
support: But the market recovered slightly on 16 
Mar. Average daily turnover was Baht 9.4 mil- 
lion (US$410,000). | 


MANILA: Despite improved metals. prices 
abroad, mining stocks traded sluggishly on a 
downtrend. Their index was off 28.06 points at 


1,122.53 as Lepanto and Philex each yielded a. | 
half-centavo. A 25-centavo loss was recorded by. . 
Atlas A, but its B shares gained P1 (7 US cents). | 


A 50-centavo gain for Benguet A was offset by a 


P2 decline in the B. Elsewhere, the commercial- | 


industrial index was down 2.17 points to 134.83 
and the oil index fell 0.049:to 0:843. San Miguel 
was untraded on 19 Mar. when news of chairman 
Andres Soriano's death was received.” 


SEOUL: Heavy buying by institutional in- 
vestors shored up the market during the first half 
of the period, with trading concentrated in phar- 
maceuticals, soft-drink and electronics shares. 
There was a marked trend away from high- 
technology shares, with mounting concern over 
increased protectionism in the United States. 
The composite index closed the period at 128.14, 
up 1.12 points, while daily volume increased 
slightly from 10 million shares to 11.6 million. 
The pharmaceuticals index gained 6.3 points, 
soft drinks, with the coming spring season, in- 
creased by 5.9 points and. constructions, 3.54 
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points, led by Dong-A. 
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“4. Toyo Kogyo 


16 Mar. 


Ba Sabe j amna: 
' Sankyo Pharti 
Sanwa Bank 
Sekisi Prelab Homes 
Sharp 
Shiseido 
` Sony 
Surmtomo Bank 
Taise Const 
Takeda Chem 
Tokio Manne and Fire 
Tokyo Elec: Power 


Toyota Motor 
Yamaha Motor 
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- Fraser's Industrial Index 


13 Mar. 
14 Mar. 
15 Mar. 


19 Mar. 














Change on week .— 


5,715.28 
5,587.82 
5,664.70 
5,677.63 
5,707.06 
~ 0.39% 
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Dotted eRe these beaches 
are resorts of an international 
standard. Rantau Abang, 
where giant leather-back 
turtles come ashore to nest 
between May and September. 
Tanjong Jara, Malaysia's 
newest resort, sited around a 
horse-shoe shaped lagoon. 
edt. And Club Mediterranee, the 

dy be ines eee ie only resort of its kind in Asia. 
Malaysia’ S East and But if you wish to get away 
lasts. All running to the | from it all then visit our states 
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The reporters eye 


China: 100 Years of Revolution by 
Harrison E. Salisbury, designed by 
Jean-Claude Suares. Andre Deutsch. 
£25 (US$36). 


t the end of the 1970s China de- 

cided to permit Western corres- 
pondents to live and work in the coun- 
try. About as soon as the print industry 
got its bearings, the books started roll- 
ing off the presses. With few excep- 
tions, they reflect the cloistered life of 
foreigners living in Peking. Some ac- 
counts regurgitate what the reporter 
was allowed to see, some go far beyond, 
but most lack the access needed for a 
fuller history. 

Do we really need another glossy, 
coffee-table book on China? Probably 
not, but Salisbury has produced one 
and depending upon your interests and 
the breadth of your knowledge this 
book is worth the money. Salisbury, 
known best for his coverage of the 
Soviet Union, was not a correspondent 
in China recently, though he has been 
there often. So this is not one of those 
breathless soul-of-China romances. 


It is more like one long, tightly writ- 
ten magazine article that attempts to 
give the reader a quick introduction to 
every important event that has occur- 
red in China in the past 100 years. For 
anyone who knows much about China, 
the book — though richly com- 
plemented by illustrations and photo- 
graphs — will be a waste of time. But 
for someone looking for a tasty intro- 
duction to recent Chinese history, it 
manages to say a lot well in very few 
pages. 

We see a country battered by bullies 
— the empress dowager, British opium 
dealers, warlords, the Japanese, 
Chiang Kai-shek and Mao Zedong. 
And he does show a little wonder that 
its people have survived at all. But bas- 
ically this is straight reporting from a 
very fine practitioner. 

Not surprisingly, Salisbury is at his 
best when tracing the relationship be- 
tween the Soviet Union and China. His 
portrait of Comintern agent Mikhail 
Borodin's remarkable juggling of the 
communist-Kuomintang alignment 
shows how fragile revolutions always 
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Kuomintang poster of a hero killing the 
communist 'devil': a country battered by bullies. 


are. His chapter on the battle between 
Stalin and Trotsky — and why Stalin 
supported Chiang while Trotsky's ad- 
vice was ignored — is the best thing in 
the book. —MICHAEL SPECTER 








For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Meridien Singapore, 100 Orchard Road, 
Singapore 0923. Tel: 7332878, 7338855, Telex: RS50163 HOMERI. There are over 40 Meridien hotels worldwide in Tokyo, Hong Kong, at Hong Kong 
airport, Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities. 


The Hotel Meridien Singapore and Hotel Meridien Changi-Singapore are owned by the Harapan Group. 


Les Hotels Meridien Smgapore. 


Say ‘hello’ to a Singaporean and his 
friendly reply could be in any one of four 
languages. 

In a place noted for its cultural diversity 
a new culture has joined in. 

The Meridien Singapore. 

Superbly situated in the heart of 
fashionable Orchard Road, the Meridien 
Singapore introduces a decidedly French 
emphasis in service and cuisine. 
France’s acknowledged culinary master, 
Louis Outhier, oversees the elegant 
Restaurant de France. There is also La 
Brasserie for authentic French country 
style cooking and the quick service La 
Terrasse Cafe, plus all the facilities and 
services a business traveller demands. 
At the Meridien Changi-Singapore, 
which opens in mid 1984, the tranquil 
rural setting will offer sailing, swimming 
and golf. 

We look forward to 
greeting you soon 
with a friendly 
‘bonjour’. 
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very little thing we do for you, we do with the utmost attention to detail 


Meticulously Korean 
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Were honored to serve you around the world 
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he bullet train stops for just two 
minutes in Nagoya on its way 
from Tokyo to Kyoto. And the old 
joke is that two minutes is about long 
enough. The city has always suffered 
from being between destinations, 
with people passing through it on the 
way to the excitement of the new cap- 
ital or the culture of the old. 

But the average Nagoyan does not 
mind the city being the eternal 
bridesmaid and allowing its more 
vivacious sisters to do all the flirting. 
He is content to go about his business 
of making Toyotas that talk and 
ceramics that sell, and regularly sav- 
ing his yen in banks or post offices. If 
the first prize is one week in Nagoya 
and the second prize is two, he is 
quite content to be runner-up. 

And while Nagoya may not be the 
most exciting Japanese city, it is cer- 
tainly the best-planned, thanks to the 
visit of 430 American B29 bombers on 
the night of 14 May 1945. Their fire- 
bombing destroyed much of the city 
centre, including the local military 
headquarters set up in a castle built 
on the orders of Ieyasu Tokugawa in 
1612. After the war, the city au- 
thorities, unlike those in Tokyo 
and elsewhere, were successful 
in using the opportunity to start 
rebuilding from scratch. 

By land readjustment and 
family-relocation projects, wide, 
tree-lined streets were con- 
structed, making the city in 
Japanese terms a joy to live (and 
drive) in. The castle was rebuilt: 
an exact replica of the original, 
except for the use of concrete and 
steel girders, and the installation 
of a lift for the use of latter-day 
samurai. 

The city, with a population of 
about 2 million, must also be one 
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The grid-iron streets of Nagoya: thanks to the B29s. 
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of the most peaceful large conurba- 
tions in the world. The 1981 crime fi- 
gures, compared with those for 
Nagoya's sister city Los Angeles, 
with a population of 3 million, tell 
their own story. Nagoya in that year 
had only 33 homicides, while Los 
Angeles had 879. There were 35 rapes 
(Los Angeles 2,666) and 56 armed 
robberies (28,152). 


A a major port, sixth in the world 
in terms of cargo tonnage behind 
Rotterdam, New Orleans, New York, 
Kobe and Yokohama, Nagoya adopt- 
ed a policy in 1977 of calling 
itself a "city open to the world," and 
while that may give a false impres- 
sion of internationalism in what is 
basically a conservative city — 
foreign seamen denied access to the 
dubious pleasures of its clubs and 
massage parlours can confirm that — 
it is making gallant attempts to pro- 
mote an international image. 

Most high-profile of these, though 
in the event a failure, was the plan to 
host the 1988 Olympic Games. The 
plan was conceived by vested 
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interests of politicians and 
businessmen, who were seeking a 
large project to stimulate the regional 
economy. The vested interests were 
stunned when the city lost out to a 
near-neighbour, Seoul, but the aver- 
age Nagoyan heaved a Sigh of relief. 
The Olympics might have been a 
great leap forward in the civic and 
big-business sense, but this is not the 
style of the citizenry, who prefer to 
take things at their own pace. 

However, the city is international 
in a smaller, but perhaps in the long 
run significant, way. It is rather 
proud of the fact that more than 
30,000 foreigners are resident in the 
city. This statistic is more revealing 
when the numbers are broken down 
into nationalities. 

More than 28,000 are members of 
Japan’s Korean minority, but there 
are 605 Americans, mostly employed 
in joint ventures with Japanese con- 
struction and aeronautics com- 
panies; 298 from the Philippines, 
mostly in the “entertainment” busi- 
ness, with many more here on three- 
month tourist visas and working 
illegally in clubs and cabarets; 83 
Britons; six Swiss, and a solitary 
Israeli. 

This influx, though making up only 
0.1% of the population, has, along 
with the arrival of increasing num- 
bers of tourists, led to the appearance 
of direction signs in English and of 
hotel staff with real foreign-language 
communication ability, as well as 
tourist brochures in English. 

Also, Nagoya has another, this 
time unique, claim to inter- 
nationalism dating back to 1815, 
when, according to a memorialin 
the city’s Jofukuji temple, one 
Capt. Jukichi, born near Nagoya, 
landed in California after drift- 
ing for 484 days across the 
Pacific, thus becoming the first 
recorded Japanese to visit the 
United States. | 

But beneath it all Nagoya is a 
village grown to city size. It is 
capable of hospitality but also of 
smugness. And it is a city which, 
while realising it must look out- 
ward, prefers to look inward. 

— CHRIS McCOOEY 
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he Bankers Trust philosophy at work, 
for Procter and Gamble de Mexico. 


Close teamwork among pro- 
fessionals at Bankers Trust 
recently madeamostremark- 
able transaction possible. 
Our client: Procter and 
Gamble de Mexico, a stand- 
alone subsidiary of the U.S. 
company. Our challenge: a 
multi-million dollar refi- 
nancing—at the very height 
of Mexico's financial crisis. 
With the strong support 
of the Mexican government, we were 
able to match the company's need with 
Mexico's need to save foreign exchange. 
We helped them replace costly loans 
from other banks with a Bankers Trust 


specialty: commercial paper. (We were 


EAGLES AEROBATIC FLIGHT TEAM 


the first money center bank 
to act as agent for issuers of 
commercial paper. Our cus- 
tomers have some two billion 
dollars worth outstanding 
for which we are sales agent.) 
The result: an innovative 


The Bankers Trust team: Richard $44 million issue of com- 
A. Price, Jr., Capital Mkts. Group 
(seated); Andrea Lamp Peabody. 
Relationship Mgr; Johannes G 
Derksen, Currency Manage- 
ment; Alok Singh, World Corpo- 
rate Department in Mexico City 


mercial paper, brought to 
market by Bankers Trust. 

The company will save 
millions in interest costs. 
Mexico saves large amounts of foreign 
exchange, and has once again seen a 
Mexican company's obligations suc- 
cessfully placed in the U.S. market. 

A skilled Bankers Trust relationship 


manager coordinated the efforts of our 


ÜFFAMWORK 


corporate finance experts in the U.S. 
and Mexico and our commercial paper 
specialists. Together, their efforts added 
up to nothing less than excellence. 

The pursuit of excellence is unend- 
ing at Bankers Trust. If it's a pursuit 
that's part of your philosophy, perhaps 
your company should be working with 


our bank. 


Bankers Trust 
Company 


An international banking network in 
more than 35 countries. 


280 Park Avenue, New York, N.Y. 10015 


MEMBER FDIC © BANKERS TRUST COMPANY 
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The Benson & Hedges low tar cigarette 





